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PEEFACE. 


^His.book is the joint production of my lorotlier and 
myself. For many years we liave taken part, often in 
close association, in the Government of India, and it 
woiJd be a false aflectation of humility to profess 
that this part has not been an important one. There is 
liardly a great office of the State, from that of Lieu- 
tenant-Governor or Member of Council downwards, 

p 

which one or other of us has not held, and there is 
hardly a great department of the administration for the 
management of which, at some time, one or other of 
us has not been responsible. If we have not gained 
wisdom, we have at least had rare opportunities for ' 
obtaining knowledge and experience. 

We have written this book in the hope that what- 
ever light we can throw on the origin and operation of 
the important financial measures adopted in British 
India Airing the last ten or twelve years, may be 
useful to those who follow us in its government. 
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PREFACE. 


'When a man, has b^en constantly, through' a long 
series of years, writing and speakihg dh subjects like 
these, there must be much about which he can say 
nothing new. Strings of quotations from one’s own 
speeches and minutes and reports do not look pleasant, 
and therefore the authors have not scrupled to repeat 
without acknowledgment, and with as little or as much 
change of expression as seemed desirable, anything 
which they have said in the past, and which they 
cannot say better now. As Mr. John Morley lias^ 
observed, in somewhat similar circumstances, ‘ these 
borrowings from my former self the reader will per- 
haps be wilhng to excuse, on the old Greek principle, 
that a man may once say a thing as he would have it 
said. Sis Sc ovK ivSexerai — he may not say it twice.’ 

It is not worth while to attempt to explain the 
shares in this book which belong resj)cctively to my 
brother and to myself. The opinions we hold on the 
subjects discussed are so much in unison, and have 
been so constantly formed in close personal communi- 
cation, that for our own part distinctions are super- 
fluous. When the first person is used, it may mean 
either the one or the other of the authors. 

We feel that this work, treating as it does only of 
matters directly connected with the finances and public 
works of India, is necessarily incomplete. The progress 
made in the last twenty years is not confined to the 
improvement of the financial administration, and to the 
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construction of the great public works by which the 
material interests o# the country have been so largely 
promoted ; it is seen in every branch of the administra- 
tion, and in the whole condition of the people, and 
these beneficial changes are so intimately bound up 
with one another, that a book which coiltains, so to 
speak, only a ’ single chapter of a most remarkable 
histo,ry„can give no adequate representation even of 
those facts with Avhich it immediately deals.^ 

Besides tlie reforms more particularly described in 
this* book, which liave served to lighten the burdens 
pressing upon the peojile, to give them greater means 
of material })rogress, new markets for their produce, 
cheaper salt and chea])er clothing, the country has at 
the same time obtained better laws and better ad- 
^inisti’alion : a first step has been taken by the State in 
recognising its duties tOAvards agriculture, the most 
important of Indian industries ; municipal institutions 
have been created, tlie foundations of a true national 
education have been laid, the healtlj«and comfort of 
our soldiers has been greatly promoted, ttnd. improve- 
ments made in a hundred other matters. A complete 
history of recent Indian progress remains to be written. 

Such a history would contain the record of the 
work in which Englishmen in India have been the 
greatest. Viceroys, governors, and councillors have 
done much, but soldiers and civilians, avIiosc names 
have hardly been heard in England, have done more 
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in i^ently building up the splendid fabric of our bastem 
empire. The every-day work of ainiinistration is that 
whereby the real foundations of our power are main- 
tained and strengthened, and the well-being of the 
country, is secured. It is, indeed, the part of an Indian 
official’s life^to which even those who, like ourselves, 
have been actively concerned in the central govern- 
ment, commonly look back with the greatest interest ; 
and they, \vhose lives have been spent in the daily 
discharge of these duties among the people, may fairly 
claim to be associated with the great results to which 
their hardly recognised labours have contributed. The 
authors of this book may be forgiven if they take some 
pride in adding that they themselves belong to the 
third generation of tlieir family -whose lives have been 
devoted to working for great objects in this magnifi- 
cent country. 

That I have been able to do something in jjrc- 
serving for future generations great works of art, like 
the Tdj and thg^. tomb of Akbar, I may reckon as a 
personal ^satisfaction, and not among the least of 
those to which I can look back in my career. 

In writing the following pages it has been our 
desire to assume as far as possible an impersonal atti- 
tude, and to avoid expressions of praise or blame. But 
it would be inconsistent -with what is due to the 
memories of Lord La-wrence and Lord Mayo, *not to 
record in emphatic language our deep sense of what 
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India owes to these statesmen for their share in inlro- 
ducing the chief measures of which this volume is 
designed to supply the history — ^namely, the prosecution 
of irrigation works and railways with borrowed funds, 
the decentralisation of the financial adftiinistration, the 
establishment of true iVovincial re'feponsibility, and the 
equalisation of the Salt duties. Those only who know 
how heavy is the burden placed on the Viceroy of 
India wiU properly appreciate the great ^results pro- 
duced in Lord Mayo’s too short tenure of office. And 
* with these names must be associated that of Lord 
Lytton, to whom India is greatly indebted for the 
further development of these measures, and for having 
taken the first steps towards introducing a policy of 
complete free trade. 

One further acknowledgment has to be made. This 
work would not have been undertaken if Mr. Chapman, 
lately Secretary to the Government of India in the 
Department of Finance and Commerce, had not given 
me his active co-operation and help in j.he preparation 
of its materials. Without this some of the. chapters 
could hardly have been written. The book is, I hope,* 
a record of progress, and no one deserves honour for 
that progress more than Mr. Chapman. He has done 
so much, during the last ten years, to render the 
financial administration more enlightened, progressive, 
and efficient, that he may almost be said to have 
created it ; and there is hardly one of the great 
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measures described in this book, with which I have 
been personally concerned, to the suecessful prosecution 
of which he has not largely contributed. 

The authors have also received from Mr. George 
Batten much aisistance in the revision of the book, 
and many valuable stiggestions for its improvement. 

JOHN STRACHEY. 

Villa Spinola, Florenob, 

October, 1881. 
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FINANCES AND PUBLIC WORKS OF INDIA. 


* CHAPTER I. 

INTRODUCTORY. 

aSEAl' CHAirOES IN INDIA IN KECENI TEARS — DEMAND EOB ADMINISTRATirE 
ANJ> UATEBIAL IMPROVEMENTS — ^EXPANSION OF REVENUES AND EXPEN- 
DITURE — GROWTH OP IMPORT AND EXPORT TRADE — OUTIAT ON RAIL- 
WATS and IRRIGATION WORKS — GENERAL PROGRESS OP THE COUNTBT IN 
WEALTH AND GOOD GOVERNMENT. ' 

The changes which India has undergone during the 
last thirty or forty years have been so great, that it is 
often very difficult to deduce useful inferences from the 
comparison of its present and past condition. This is 
especially true in regard to matters of linaiice. 

Comparisons between the revenue, the expenditure, 
the debt, or the trade of India now and India as she was, 
though highly interesting in some points of view, have 
little financial significance, so numerous and profound 
have been the changes in the condition of the country, 
its available resources, and its requirements for necessary 
administrative and material progress. 

The territorial extension of the Empire during the 
last forty years has been enormous. Five great pro- 
vinces have been added to it, with an area almost equal 
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to that of France and the German Empire put to- 
gether, and with a population of more than forty 
millions. This fact is alone sufficient to show how 
easily we may be misled by general comparisons ; but 
other changes still more important have occurred, and 
they have beeh hardly less remarkable in the older pro- 
vinces than in the«new. 

Forty years ago there was in India, comparatively 
speaking, little of what we now think the first neces- 
sities of a civilised administration. When I went Irom 
Calcutta ,to my first station in the North-Western 
Provinces, I was carried about a thousand miles in a 
box — for' a palanquin is nothing better — on men’s 
shoulders, and it took some three weeks to toil through 
a journey which is now accomplished in two days ; 
there were no other means of travelling through the 
richest and most civilised parts of India. Speaking 
generally, roads and bridges had only begun to appear ; 
railways were not thought of; the value of irrigation as 
a means of affording protection to the people from de- 
struction by famine had hardly been recognised ; there 
were few barracks in which English soldiers could live 
with tolerable health and comfort ; there were few jails 
in which a sentence of imprisonment did not carry with 
it a serious probability that it would prove a sentence of 
death. 

But the country at that time was entering on a phase 
of rapid change. The energies of the Government and its 
officers, which had at first been unable to do more than 
secure the bare existence of British power in India, by 
degrees rendered that power paramount. Then they were 
applied to its consolidation, and to the evolutibn of an 
organised system of administration out of the chaos 
bequeathed to us by the old rulers of the country. The 
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firm establishment of order was followed by improvements 
in all. directions. A vigorous "impulse was given to 
material progress, and among the most active causes of 
the great changes which were beginning must be ranked 
the introduction of new and rapid means of communi- 
cation. These not only directly developed the resources 
of the country, increased the wealth'of the ;^eople, and 
profoundly altered the conditions of life, but they stimu- 
lated the vitality of every branch of the administration ; 
they brought the various provinces of the Empire closer 
together j and England closer to India ; English influence 
became stronger and stronger, and all classes set before 
‘themselves new and higher standards, as they were 
more frequently and immediately brought into contact 
with European habits and civilisation. 

Even before the mutinies of 1857 this process 
of change had made great progress. After that 
revolution, which for a time nearly swept away our 
Government through a large part of India, the change 
went on with enormously accelerated spee^. Thou- 
sands of Englishmen, not only soldiers, but Englishmen 
of almost every class, poured into India. Ten thou- 
sand things were demanded which India had not got, 
but which it was felt must be provide(k • The country 
must be covered with railways and telegraphs, and roads 
and*bridges. Irrigation canals must be made to preserve 
the people from starvation. Barracks must be built 
for a great European army, and every sort of sanitary 
arrangement which could benefit the troops must be 
carried out, for we did not choose to let our soldiers go 
on dying like sheep in the old fashion. In fact, the 
whole paraphernalia of a great civilised administration, 
according to the modem notions of what that means, 
had to be provided. 
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This was true not only in regard to matters of 
imperial concern. Demands for improvement, ipimilar 
to those which fell upon the central Government, 
cropped up in every city and in every district of the 
country. 

Compare, lor instance, what Calcutta was twenty 
years ago, and what it is now. This city, the capital 
of British India, supplies an excellent type of what 
has been everywhere going on. The filth of the city 
used to rot away in the midst of the population in 
horrible pestilential ditches, or was thrown into the 
Hooghly, there to float backwards and forwards with 
every change of tide. To nine- tenths of the inhabitants 
clean water was unknown. They drank either the filthy 
water of the river, polluted with every conceivable 
abomination, or the still filthier contents of tlie shallow 
tanks. The river, which was the main source of supply 
to thousands of people, was not only the receptacle for 
ordinary filth ; it was the great graveyard of the city. 
I forget how many thousand corpses were thrown into 
it every year. I forget how many hundred corpses 
were thrown into it from the Government hospitals and 
jails, for these practices Avere by no means confined to 
the poor and igaorant ; they were followed or allowed, 
as a matter of course, by the ofiicers of the Govern- 
ment and of the municipality. I remember the sights 
Avhich were to be seen in Calcutta in those days, in the 
hospitals, and jails, and markets, and slaughterhouses, 
and public streets. The place was declared, in official 
reports by the Sanitary Commission in 1864, in lan- 
guage wliich was not, and could not be, stronger than 
the truth required, to be hardly fit for civilised men to 
live in. There are now few cities in Europe with which 
the better quarters of Calcutta need fear comparison, 
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and theje is hardly a city in the world which has made 
more .extraordinaiy progress, 

I do not mean to say that Indian cities generally 
were so bad as Calcutta. This was far from being the 
case, but Calcutta affords, not the less, a good illustra- 
tion of what has been and stUl is goii% on in .India. 
Illustrations of the same ^ort might easily be multiplied. 
Fifteen years ago, for instance, in the great city of 
Eangoon, containing more than 100,000 people, with 
half a million tons of shipping, there was not a single 
public lamp, no supply of wholesome water, not a 
single drain except the surface drains at the sides of 
’the streets, and no means of removing the night-soU 
and filth out of the town. About the same time, the 
Eoyal Commission for inquiring into the sanitary state 
of the army in India declared that thousands of the 
lives of our soldiers had been and were stiU being 
sacrificed in consequence of bad and insufficient bar- 
rack accommodation, and neglect of every sanitary pre- 
caution. So again, the Government was told, and in 
many parts of India it was certainly true, that, in con- 
sequence of the insufficiency of jail accommodation, the 
prisoners were dying at a rate frightful to think of, and 
that the necessary proceedings of the eourts of justice 
involved consequences repugnant to humanity.- 

•Thus arose demands for the requirements of civilised 
life and of modern administration, which had to be pro- 
vided, and to a great extent for the first time, within 
the space of a few years. This was true not only of ma- 
terial appliances, of roads, and railways, and canals, and 
barracks, and city improvements, and so forth ; for the 
demand for improved administration became so strong, 
that it is not too much to say that tlje whole of the public 
services have been reorganised. Thus, for example, the 
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police, which was in a shameful condition throughout 
India, has been placed or. a completely new footing, The 
changes in the judicial service, and in the laws which it ad- 
ministers, have been as great ; Lord Lawrence, when he 
was Viceroy, declared that the inadequacy of the pay 
given to the native judges, and to the chief ministerial 
oflBcers of • the couists, was a public scandal ; many of 
these officers receiving salaries less than the wages 
earned in most parts of India by the better class of 
bricklayers and carpenters. No honest or satisfactory 
administration of justice was, under such conditions, 
possible. 

The demands for every sort of public improvement, 
moral and material, which thus sprung up, could not be 
resisted. Whatever might be the cost, remedies had to 
be provided in the most complete way, and in the shortest 
time possible. There were doubtless those who thought 
and said that as these demands involved the expenditure 
of millions, comphance mth them was impracticable or 
would be ruinous. Happily the Government of India 
decided otherwise. 

It might perhaps have been better, in regard to some 
of the reforms which have been carried out, if the 
work of improvement had been more gradual. But the 
fault has. been on the right side. A greater or more 
admirable work was never conceived in any country 
than that which has been undertaken, and in a great 
degree accomplished, by Enghshmen in India during the 
last twenty-five years, and which is still gonig on. That 
mistakes should have been made in dealing with a 
coimtry as large and as populous as the whole of civilised 
Europe was inevitable, and no doubt money has soirietimes 
been needlessly or wastefuUy expended. Nevertheless, 
the work has been excellently done, and with this further 
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merit, tl^at there has been little talk about it. For all 
this the credit is not due to the initiative of the Govern- 
ment alone. India has indeed been fortunate in her 
Viceroys, but still more fortunate in the possession of a 
most admirable and hardworking body of public servants, 
to whose intelligence, devotion to their duties, and self- 
sacrifice, the results actually obtained are greatly due. 

The magnitude of the work that has been accom- 
phshed is extraordinary. The England of Queen Anne 
was hardly more difierent from the England of to-day, 
than the India of Lord EUenborough from the India 
of Lord Eipon. The country has been covered with 
roads, her almost impassable rivers have been bridged, 
9,000 miles of railway and 20,000 miles of tele- 
graph lines have been constructed, 8,000,000 acres 
of land have been irrigated, and we have spent on 
these works, in little more than twenty years, some 
150,000,000/. Our soldiers’ barracks are now beyond 
comparison the finest in the world ; quarters wliich 
twenty years ago had a reputation little better than 
that of pest-houses are now among the he^thiest in 
the British Empire, and the rate of mortality among 
the troops is not one-half what it was. The improve- 
ment in the jails and in the health of tlje* prisoners has 
been hardly less remarkable. The cities and towns are 
totally difierent places from what they were. 

Simultaneously with the progress of all these and a 
thousand other material improvements, with the in- 
crease of trade, the creation of new industries, and a 
vast development of wealth, there has gone on an equally 
remarkable change in every branch of the pubhc 
administration. The laws have been codified, and im- 
proved, and simplified, until they have become the .id- 
miration of the world. The courts of justice and the 
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police have been revolutionised, and, however, far they 
mky still be fi'ona perfection, India has obtained, to a 
degree unheard of and unthought of before, protection 
for life and property, and an honest administration of 
justice. All over India we have been building schools, 
and hospitals, a'nd dispensaries. The natives of India have 
been admitted to a^far larger idiare in the government 
of their own country. Municipal institutions, the first 
practical step in political education, have been estab- 
lished in all considerable towns in British India,, and 
more than 12,000,000 of people live within their 
limits. It is needless to continue tliis catalogue of the 
changes that have taken place ; but it is not the least' 
remarkable part of the story that the accomplishment 
of all this work, and the expenditure of all this money, 
which have increased to an extent absolutely incal- 
culable the wealth and comfort of the people of India, 
have added nothing to the actual burden of their 
taxation. 

It will be plain that in the circumstances which 
have been described, comparisons between the statistics 
of Indian revenue and expenditure at the present time 
with the statistics of thirty or forty years ago have 
little financial *nteaning, but they will illustrate forcibly 
the immense change which has taken place in the con- 
dition of the country and the position of its govermn'ent. 
Thus, for instance, the gross revenues of Lidia, wliich were 

21.000. 000/. in 1840, were 40,000,000/. in 1860, and 

65.000. 000/. in 1878.* The total expenditure, which was 

23.000. 000/. in 1840, was 50,000,000/. in 1860, and 

63.000. 000/. in 1878. The public debt was 30,000,000/. in 

' These and the figures immediately following are not strictly comparable^ 
because many changes have been made in the system of accounts, and for 
other reasons ; but for my present purpose, wliich is one of illustration only, 
they require no correction. 
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1840, 90,000,000Z. in 1860, and is now 160,000,000/. The 
"^crease in all these cases has been enornfous, yet it would 
bh a complete mistake to suppose that growth of the re- 
venue has been due to increased taxation, or that the real 
burden of the debt has become heavier. The land re- 
venue, for instance, was 12,500,000/. in 1840, 18,700^000/. 
in 1860, and it is now about 22,000,000/. ; but there is no 
province in India in which, measured by its incidence 
on the area actually assessed, the land revenue is not, 
where it* has been altered at all, lighter than it was. 
The gross salt revenue was 4,600,000/. in 1860, and it 
now exceeds 7,000,000/. ; yet in the greater part of 
India the rate of duty was higher in 1 860 than it is 
now. In 1860, the customs revenue was 3,200,000/., 
and there was hardly a single article of the import or 
export trade of India which was not heavily taxed ; 
the customs nov/ yield a million less, and it will be 
shown further on how creat have been the remissions 

o 

and reductions of duty, and how great the relief to 
the people and to trade. The income tax in^ 1861-62 
yielded a revenue of nearly 2,000,000/., and it was levied 
on every description of income and property without 
exception. The present license taxes and the new land 
cesses put together yield about half the 1:(!venue yielded 
by the income tax of twenty years ago ; they •affect a 
far smaller number of people, and they are levied at less 
than one-third the rate. This is not the place to pursue 
these comparisons, but it is a fact not open to question, 
that although the revenues have enormously increased, 
the burden of taxation is now lighter than it was 
twenty-five years ago. 

Other statistics illustrate in a remarkable way the 
changes that have occurred in India. 

In 1840, the total value of all the imports into 
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Britisli India was about 8,000,000Z.; in 1880 it exceeded 

50.000. 000/. Ilf 1840,*the total value of the exports 
was about 11,000,000/. ; in 1880, it was nearly 

70.000. 000/. The trade of India is as great now as that 
of England was some forty years ago. In 1854, the 
first year for which any figures are forthcoming, the 
number of letters passing thro'ugh the Post Office was 

19.000. 000, while in 1879 it was 132,000,000. It might 
be stated how many millions of people and how many 
millions of tons of goods are now carried on the^aikvays, 
and how many telegraphic messages are despatched ; 
but as twenty years ago railways and telegraplis in India 
had only begun to exist, there would be no comparison to 
make. In the last thirty years more than 150,000,000/. 
has been spent on railways, irrigation works, and other 
permanently useful objects, from which a gross yearly 
income of more than 15,000,000/. is now earned, 
and, as will be shown in the sequel, not only without 
causing any present appreciable burden on the finances, 
but concurrently with a large virtual reduction of the 
charge for debt. 

The intention of the present volume is not to describe 
in detail the progress of British India during the last 
thirty or forty »years, but to supply information as to 
the actual condition of the finances ; and the growth of 
the revenues and expenditure during the last twelve years 
will be fully discussed further on. The foregoing figures 
are therefore given as illustrations merely of the fact that 
India is a totally different country now from what it was. 

And this implies no disparagement of the work of 
our predecessors. On the contrary, great as, with the 
aids of modern science and capital, our own progress 
has been, it is hardly doubtful that each successive 
period since our countrymen first established them- 
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selves as .the dominant power in Southern Asia, would, 
when viewed in relation to the* circumstances of the 
time, yield in one direction or another results as great 
as those here recorded. How great they have been, 
and how vastly beneficial to the people we have taken 
under our rule, may best be seen by a dompariscai of 
the neighbouring Asiatic countries with British India, 
which has not only been rescued from the ineessant 
sequence of foreign conquest, plunder, and anarchy 
which, marked its past history, but has in little more 
than a century acquired a position of peace, good 
government, and wealth, which will compare favour- 
ably with many of the older States of Europe. ^ 

There have always been, and perhaps always will 
be, people who, according to the unfortunate English 
fashion of decrying the great achievements of their coun- 
trymen, endeavour honestly and persistently to show 
that, in consequence of the Avickedness or stupidity of 
our Government, India is in a state bordering on bank- 
ruptcy ; that its people are becoming poorer and poorer, 
more and more miserable, more and more exposed to 
ruin and death by famine ; that crushing taxation goes 
on constantly increasing ; that an enormous and ruinous 
tribute is exacted from India to be spent »in England, 
and I know not what else. I have neither the time nor 
the iilcKnation to reply to statements of this sort. ‘ I 
know,’ said the wisest of English statesmen, ‘ the ob- 
stinacy of unbelief in those perverted minds which have 
no delight but in contemplating the supposed distress, 
and predicting the immediate ruin of their country. 
These birds of evil presage at all times have grated 
our ears “with their melancholy song ; and, by some 
strange fatality or other, it has generally happened that 
they have poured forth their loudest and deepest 
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lamentations at the periods of our most abundant pros- 
perity.’ ^ 

It is not pretended that, unlike any other country, 
the social, material, and political conditions of India 
now leave no room for improvement. Defects of many 
sorts can readily be pointed out. But it is through 
the very progress made that these become known. In 
the arts of administration, as in all other applications 
of knowledge, our views widen with each successive 
step we take ; and the emphatic recognition that - mdlch 
yet remains to be done for the people of India, neither 
dims the lustre of what has been accomphshed nor 
should cool the ardour of those who there continue the 
strife with human misfortune, weakness, or ignorance. 

That India has gone on, with a speed hardly sur- 
passed in any country, steadily increasing in know- 
ledge, in wealth, and in all the elements of progress, 
that every branch of the public administration has con- 
stantly improved in honesty and efficiency, and that of 
all the things for which England deserves honour in 
the world, her government of India is the greatest and 
best — these are to me facts not requiring to be argued 
about. It is, broadly speaking, these facts which ex- 
plain the enoimous increase which has taken place in 
the revenue and expenditure and trade of India, and 
which have brought about such extraordinary changes 
in the condition of the people. 

' Burke's Third Letter on a Regicide Peace* 
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BROGREgS AND PRESENT CONDITION OF THE REVENUES 
AND EXPENDITURE. 

Freliminanf Explanatiom. 

PUBLIC INCOME OF INDIA LARGELY DERIVED PROM SOURCES OTHER THAN 
TAXATION — LAND REVENUE AND FORESTS — TRIBUTES — OPIUM — ^ADMINIS- 
TRATIVE SERVICES— PUBLIC WORKS — OTHER RECEIPTS— TAXATION PROPER 
— EXCISE — CUSTOMS — SALT — STAMPS — DIRECT TAXES — PROVINCIAL 
R.A1ES — INCIDENCE OF TAXATION ON PEOPLE— LOCAL TAXATION — CHANGES 
IN*FORMS OF ACCOUNT— DIFFICULTIES IN WAY OF COMPARISONS BETWEEN 
PAST AND PRESENT. 

The gross annual revenues of British India at the 
present time exceed 68,000,000^., but the larger part of 
this great income is derived from sources independent 
of taxation. This fact cannot be too clearly stated or 
steadily remembered, for, if it be forgotten, no accurate 
conception of the Indian finances, or of the incidence of 
the public burdens, is possible. We hear a great deal that 
is undeniably true regarding the poverty of the people 
of India and their inabihty to bear heavy taxation ; 
and to persons accustomed to judge by an English 
standard it seems a terrible thing that this poor 
country should be forced to raise every year a revenue 
exceeded only by that of two or three of the greatest 
and richfest of European nations. The truth is, how- 
ever, that the pubhc burdens in India are light to a 
degree absolutely without precedent, because the State 
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has reserved to itself resources which in ot^ier coun- 
tries belong tG individuals, and possesses sources of 
revenue which render it in a great measure independent 
of taxation. 

The most important of these resources is the land 
revenue, a refit-charge in favour of the pubhc, a portion 
of the rent of land reserved by the State from time 
immemorial for its own purposes. 

The State in India has always possessed, both in 
theory and in practice, the greater share of the pro- 
perty in land, and has been entitled to receive from the 
occupier such portion of the surplus profit after defray- 
ing the expenses of cultivation as it has appeared pos- 
sible or expedient to take. The land revenue of India 
is this portion of this surplus. It has been the poHcy 
of the British Government to encourage the growth of 
private property in land, and even to create such pro- 
perty when no private rights of ownership could be 
found, and it lias been an essential part of that policy 
to limit, either for a term of years or in perpetuity, the 
share of the rent or profit which the State is to receive. 
The remainder is private property. The rights of the 
State and of the private proprietor are identical in their 
nature, both ‘being founded on long established custom. 
The object of our so-called settlements of the land revenue 
is to define the portions of the rent which the State and 
private proprietors shall respectively receive, and to 
give security to the latter that improvements made by 
them on their estates shall not lead to an increased 
demand on the part of the Government. A settlement 
of the land revenue has nothing to do, except indirectly, 
with questions of taxation, although the determination 
of the share of the rent which the private proprietor is 
to retain has of course the greatest possible effect in 
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determining the value of his property, and affects im- 
mensely’ his capacity of meeting iaxatioia. 

These facts have been clearly explained by Mr. 
Fawcett.^ The Government in India, he says, exercises 
over a great portion of the soil ‘the same rights 
of property as those which an English landlord iCxer- 
cises over his own estate. The Government in India 
takes the place of individual landlords, and the culti- 
vators of the soil rent their land from the Government 
instead of from private landowners. ... As far as the 
cultivators of the soil are concerned, it can he a matter 
of no consequence whatever to them whether they pay 
a land tax to the Government, or whether they pay 
rent to private landowners. Hence a land tax is no 
harder upon the cultivator, nor does this impost cause 
any loss to the rest of the community. It therefore 
folloVs that a land tax, as long as it does not exceed a 
rack-rent, cannot increase the price of products raised 
from the land, for those who grow the products would 
not sell them cheaper if they paid rent to a private 
landlord instead of paying the same amount to the 
Government in the form of a land tax. A land tax 
consequently differs from all other taxes, for it possesses 
the excellent quality of providing a lai^g# revenue for 
the State without diminishing the wealth of any class 
of the community. Those, therefore, are completely in 
error who quote the aggregate amount of taxation 
which is raised in India in order to prove how heavily 
the people of that country are taxed. At least 
20,000,000/. per annum is obtained in India by the 
land tax ; but it would be as unreasonable to consider 
this amaunt as a burden laid upon the people as it 
would be to consider that the whole rent which is paid 

^ Manual of Political Economy, dth edit. p. 568. 
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to English landlords ’in this country is an impost levied' 
u|)on the cultivators of the soil.’ 

If, indeed, as Mr. Fawcett goes on to show, the land 
tax should exceed a rack-rent in amount, the effect 
would be to increase the price of agricultural produce, 
and .there would be a tendency to throw land out of 
cultivation. It has never been pretended that any such 
results have followed from the very moderate assess- 
ments of the land revenue which now prevail in India. 
Their moderation, even in those provinces whgre settle- 
ments have been made for a term of years and not in 
perpetuity, is shown by the enormous increase that has 
taken place in the area under cultivation, and by the 
great and rapid increase of the selling price of land.’ 
Under the native governments the right of the State 
to the whole of the siirj)lus profits of the land, leaving 
to the occupier no more than was sufficient for his 
subsistence and for the expenses of cultivation, was and 
s till is frequently exercised. The British Government 
never takes more than a fixed share, vaiying in different 
parts of India from four to eight per cent, of the gross 
value of the produce, and for many years past the ten- 
dency has been to diminish the share of the State, and 
to leave a larger share to the private co-proprietor. 
Although the gross land revenue has increased from 
12,500,000/!. in 1840 to 22,000,000/. in 1880, there is no 
province of India in which its incidence is not lighter 
now than it was forty years ago. This increase, says 
Mr. Cunningham, ‘ is owing partly to the addition of 
36,000,000 of people, or twenty-five per cent., and 
"242,000 square miles of territory, with a land revenue 
of more than 6,000,000/., partly to an increase of fifty 
to a hundred per cent, in the area of cultivation, partly 


^ lUpwt of the Indian Famine Commission, 1880^ part ii. p. 125. 
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to the increase in the price of agricultural produce, 
and in no instance to the enlflrgemeiht of the share 
claimed by Government in the profits of the soil. In 
Madras, for instance, the area assessed has increased 
from 9,750,000 acres in 1850 to 20,000,000 in 1875-76, 
and though the land revenue is 1,000,000^. sterling h%her, 
its incidence per acre is reduced by A\d. on dry land, and 
5s. on irrigated land. Similarly, in Bombay, the assessed 
area has increased from 12,500,000 acres in 1856 to 
20^00,000 in 1875-76, and an increase of three-quarters 
of a million in the land revenue has resulted, notwithstand- 
ing an average reduction of A:\d. per acre in .the assess- 
ment.^ In the same maimer in the North-Western Pro- 
vinces, wliere the land revenue is calculated on the sup- 
posed value of the rental, there is no doubt that the share 
of tlie rent claimed by the Government has much de- 
creased. Originally the theory was that the Government 
took eighty -five or ninety per cent, of the net rental, 
leaving the landowner only fifteen or ten per cent, for his 
ow’ii eiijojmeiit. Under the settlements madp by the 
British from 1833 to 1843, the Government proportion 
was reduced to two-thirds of the existing rental, the pro- 
prietors being furtlier left in enjoyment of any increment 
which might occur during the thirty ye^r5 of the settle- 
ment. When the period of the settlement expired, this 


^ The following figures are given by Mr. Cunningham in 
these results. 


Madeab. 


explanation of 


1862-^3 

1876-76 


Assessed Area. - 
Acres 


9,780,000 

20 , 021,000 


Laud Bevenue. 

2,602,000 

3,426,000 


Average rate per Acre. 

Dry Land. Irrigated Lazul. 
li. A. P. R. A. p. 


1311 7 011 

1 0 11 4 8 11 


• Bohbat. 



Assessed Area. 

Land Bevenue. 

Average rate per Acre 


Acres 

£ 

R. A. P. 

1866-57 1 

1 12,660,000 

1 1,647,000 

[ 16 4 

1876-76 

20,340,000 

1 2,330,000 

1 12 4 


C 
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prpportion was again reduced, and was fixed at fifty per 
cent. ; but notwithstanding this reduction in the. share 
claimed by the Government, the result of the general 
prosperity of the province and the increased out-turn of 
the crops has been to raise the land revenue fi’om 
3,680,000?. to over 4,000,000?. In the Punjab it is noto- 
rious that theland revenue is infinitelylighter than that in 
any previous period, and the fact is corroborated by the 
enormous increase in the price of land since it passed 
under our rule from the cruel rack-renting of ’th^-Slkh 
Government. In Bengal the land revenue has neces- 
sarily reinained unchanged, notwithstanding the in- 
crease of the landlord’s share of the rental from a few 
hundred thousand pounds to more than 10,000,000?. 
sterling.’ ^ 

The truth is that there has been a tendency of late 
to take too little rather than too much as land revenue, 
and to forget that, at any rate in a country like India, 
this is the best of aU possible sources of public income, 
and better than taxation in any shape. A lamentable 
mistake of this sort (I refer of course to the permanent 
settlement) has led in Bengal not only to the sacrifice by 
the State of several millions of revenue a year, but to 
the stiU worSe' result of impoverishing the agricultural 
populalion of the most productive province in the 
Empire. 

The gross amount brought to credit under the head 
of Land revenue in 1879-80 (including that due to irriga- 
tion) was 22,463,548?., of which, however, 283,326?. 
was Capitation tax levied in British Burma, leaving 
22,180,222?. Land revenue proper. 

Besides this sum, the Indian Government derives a 
gross income of nearly 26,500,000?. from other sources 

' British India and its Eulers, 1881, pp. 141-143. 



REVENUES NOT DERIVED FROM TAXES. 19 


altogether distinct from taxation. The following table 
shows.these receipts for 1879-80 : — * 


Tributes and contributions from native 


£ 

states .... 

• • 

702,461 

Forests (sale of timber and other pro- 

ducts, &c.) .... 

• 

676,^ 

Opium ..... 

. 

10,319,162 

Services : — 

£ 

Minor departments 

99,282 


Mint .... 

230,669 


Post office 

1,004,372 


Telegraph. 

606,662 


Law and justice (fines and receipts 


• 

from convict labour, &c.) 

668,902 


Police ; . • • 

227,667 


Marine .... 

268,187 


Education .... 

139,414 


Medical .... 

66.329 


Stationery and printing . 

66,019 

3,236,283 


Public works (railways, canals, and 

other works) .... 

. . 

8,640,439 

Eeceipts in aid of superannuation, re- 



tired and compassionate allowances . 

. 

626,141 

Miscellaneous .... 

. • 

337,370 

Army (excluding :f50,499 due to the 

Afghan war) .... 

• 

1,T)29,483 

Gain by exchange . . • 

. • 

320,680 

Interest on investments of the Paper 

Currency Department, loans to native 

states, municipalities, &c. 

• •* 

748,060 

Total • 

£26,43.6,193 


Further details will be given subsequently of some 
of the more important of these sources of income ; in 
this place it is only necessary to point out the fact that 
out of the whole gross revenue of 68,484,666^. received 
by the Government of India in 1879-80, more than 
48,500,000/. was derived from sources other than taxa- 
tion, an^ that less than 20,000,000/. was raised by 
taxation properly so-called. This latter sum was dis- 
tributed as follows : — 
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£ 

Excise . <• . (• . . . . 2|838,021 

Capitation tax in Britisli Burma . . . 283^826 

Assessed taxes ..... 786,318 

Provincial rates ..... 2,882,125 

Customs ...... 2,280,793 

Salt . 7,266,413 

St^ps (judicial and commercial) . . . 3,193,739 

Registration ...... 269,239 


Total. . . £19,798,974 


The taxes levied under the heads of Assessed Taxes, 
Provincial Eates, Customs, and Salt will be TuUy^s- 
cussed hereafter ; and it will be showm how, with the 
exception of assessed taxes and provincial rates, 
the policy of the Government has been of late years 
to reduce, and not to increase, the rate of their 
incidence. With regard to the otlaer items in the list 
of taxes properly so called, the Excise duties, yielding 
more than 2,800,000/., are mainly paid by the lower 
classes to Avhom the consumption of drugs and spirits 
is for the most part confined. Stamps produce more 
than 3,000,000/., two-thirds of which falls on litigation 
and one-third on commercial documents. The in- 
cidence of the Excise duties is per head ; that of the 
Stamp duties is about 3]//. per head. The incidence of 
the Customs duties is about 3 Jr/., and of the Salt duty 
6§r/. per head. The total incidence of taxation on the 
185,000,000 persons constituting the population of British 
India, is 2.v. per head. Adding the land revenue, the 
total burdens are about 4.s. per head. Distributing the 
several items of taxation among the different classes of 
the population, according to their probable incidence, 
the following results have been arrived at. The land- 
owning classes pay about 6s. 6d. per head, or excluding 
the Land revenue. Is. 6r/. The agricultural labourer 
may pay in the shape of taxes on liquor and salt Is. fid. 
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a head,* or for each family a fortnight’s wages in the 
year. • The artisan may pay 2.s.,* or thS earnings of five 
working days. Traders pay 3s. 

‘ The landowner,’ writes Mr. H. S. Cunningham, ‘pays 
for land revenue a sum ranging between 3 per cent, and 7 
per cent, on the gross produce of his lands, and a further 
fraction by way of provincial rates. If he goes to law, he 
may contribute something to stamps ; if he drinks, to ex- 
cise ; and, if he prefers English to native cloth, to customs ; 
bufr^heh he has paid his laud revenue, his only impe- 
rative tax is 7d. for salt. He is probably the most 
lightly taxed subject in the world, except the owner of 
personal property in India — money in the funds, &c. — 
who, though a millionaire, may under like conditions 
of abstinence from the luxuries of drink, litigation, and 
English clotli, contribute nothing but 7d. to the 
expenses of the State ; such a man is obviously absurdly 
under-taxed. TJie artisan’s position is the same ; the 
trader Avhen he has paid 7d. on salt, and, if his gains 
are over oQl. per annum, his license tax, may^o free of 
further taxation ; the only imperative tax on the agri- 
cultural labourer is the aimual 7d. which he pays for 
salt. He is no doubt a very poor man, but his jAOverty 
can scarcely be said to be grievously Snlaanced by the 
exactions of the State.’® 

There is another point of importance to be noticed. 
In all civilised countries heavy taxes are raised for 
local purposes, in addition to those collected for the 
purposes of the central government, and the two ac- 
counts are ordinarily quite distinct from each other. 
In India this is not the case ; the receipts from all 
provincial and local taxation, excepting that raised in 

' Report of the Famine Commissioners, part ii. pp. 91 , 92. 

^ British India and its Rulers^ 1881, p. 149. 
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nuinicipalities for the service of the towns, ^ are in- 
corporated in the imperial accounts, which show* there- 
fore nearly the whole of the burdens imposed for all 
purposes on the country. 

Although, for the reasons before explained, attempts 
to compare the revenues and expenditure of British 
India at the present time with those of many years ago 
are likely to mislead, yet the same difficulties will not 
attend the examination of the variations which have 
occurred during the last twelve years, the period to 
which the present review is intended specially to refer. 

There -have been in this period no important terri- 
torial changes, and during it the existing system of 
financial administration has been more or less in force. 
The policy of constructing productive public works 
with borrowed money first took a practical shape in 
1868-69, the year immediately preceding the selected 
period, and in 1870 it was decided that the construc- 
tion of railways should be undertaken directly by the 
State. The year 1869-70 also was that immediately 
preceding the great fresh departure in Indian finance, 
which was taken by the introduction of the measures 
of decentralisation, which will be described further 

f 

on. The gradual development of these measures has 
produced financial and administrative results of extreme 
importance, and the time of their introduction forms 
a convenient landmark. An' examination into the state 
of the finances between 1869-70 and the present time 
will enable the reader to form an accurate conception 
of the changes for good or evil that have occurred in 
the interval. 

Attempts have often been made to compare the 

‘ There were, in 1878-79, 868 manicipalitiee in British India, with an 
income of 1,306,4421., of which l,022,4Q2i. was derived from taxation. 
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financial condition of India at various periods, and the 
results have been very variously stated. The fact is 
that, for many years past, there has been going on a 
constant process of improvement in the pubhshed 
abstracts of the accounts, and a constantly increasing 
amount of information and of detail has been given. 
Heads of accounts which used to be lumped together 
have been separated, while others have been consoli- 
dated, and instead of merely the net result of the dif- 
fer'fetiees between revenue and expenditure being shown, 
the actual revenue and expenditure have been entered 
on the two sides of the account. 

For example, in Mr, Wilson’s Budget statement in 
1860, there were only six revenue heads. The first was 
‘ land revenue, sayer, and abkaree,’ and it included land, 
foregt, and excise revenue, all lumped together ; then 
came, separately, ‘ customs,’ ‘ salt,’ and ‘ opium ; ’ then 
‘ miscellaneous,’ a large item of more than 4,000,000/. ; 
and lastly ‘ receipts from railway companies,’ which at 
that time were only 330,000/. On the • expenditure 
side the charges on account of collecting the revenue 
from land, forest, excise, customs, salt, opium, post- 
office and stamps, and on account of political pensions, 
allowances, assignments, and charitable’gTants, were all 
included under one head ; the remaining heads were 
‘ interest on debt in India,’ ‘ mihtary charges,’ ‘ marine,’ 

‘ civil charges ’ (which included all political, judicial, and 
police estabhshments, and all public works, except 
military and marine), ‘ miscellaneous,’ and ‘ guaranteed 
interest on railway capital.’ The charges incurred in 
England were not classified at all. 

From that time the published abstracts of the 
accounts have been, irom year to year, amplified and 
improved. The changes have been considerable, in- 
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vdving the entry of large gross amounts on each side 
of the account, ■^hich were previously shown net "on one 
side only. For instance, until recently, the excess of 
the guaranteed interest on railway capital over the net 
earnings of the railways, was shown in one entry on 
the expenditure side, instead of the net earnings being 
entered on the revenue side, and the full guaranteed 
interest on the expenditure side. This obvious improve- 
ment has caused an addition to each side of the account 
of some 5,000,000/. So, again, the provincia*! retime 
and expenditure is now entered in the gross, under the 
appropriate heads, instead of net on one side only of 
the account. This has added about 1,000,000/. to 
both sides. Finally, local revenue and expenditure, 
which, although as much public transactions as any 
other, used to be excluded altogether from the finan- 
cial statements, have now been included, adding more 
than 2,500,000/. to each side of the account. Thus, 
under these three heads alone, the totals of the accounts 
of revenue and expenditure have been increased by 
about 8,500,000/., without any addition whatever to 
the revenue or expenditure. 

Changes of this kind of course affect in no way the 
actual finanhial position of the country, or alter the 
surplus or deficit of the year. Even now, the form of 
the published abstracts is not perfect, but it gives im- 
mensely more information than it was possible to obtain 
from the abstracts as formerly framed. But it cannot 
be reasonably contended that the difficulties which 
changes of this kind throw in the way of persons who 
wish to make comparisons, whatever they be, ^ought to 
have deterred the Government, or should in future deter 
it, from rendering the published accounts as perfect and 
comprehensive in form as possible, or that, because our 
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published statements were incomplete ten or twenty- 
years ego, they ought to havtf remained incomplete 
for ever. 

It should be added that the Government, having in 
view the great importance of trustworthy comparisons 
of the revenues and expenditure from ‘year to ^^ear, 
has recently caused the accounts of the series of years 
from 1869-70 to the present time to be revised and 
brought into a pi'operly comparable form, and a sum- 
maJ^ of 'them has recently been made pubhc as a Par- 
liamentary paper. The results thus obtained constitute 
the basis of the discussions contained in this volume, 
and it is bcheved that the figures, which have been 
obtained at the expense of great labour and atten- 
tion in the office of the Comptroller-General (of Indian 
acc<juuts) at Calcutta, may be fully rehed upon. Ab- 
stracts of these accounts will be found, with other 
illustrative statements, in the Appendix. 

It is further necessary to explain that in proceedmg 
to discuss the progress of the revenues and expenditure 
it has been thought best, when treating of the main 
heads of revenue, to deal with the net income after 
setting off all necessary charges of collection and the 
like ; and in hke manner, when treating of the main 
heads of expenditure, to deal with the net charge after 
setting off all contingent receipts. The net charges 
under those heads of the administration which commonly 
cost more than they yield are classed as net expenditure, 
though it may be an essential condition of the service 
rendered that it shall be paid for, as in the case of the 
Mint, the Post Office, or the Telegra|)h. 

It is also to be remembered that the two folio-wing 
Chapters, III. and IV., treat only of the ordinary 
revenues and recurring expenditure, on the due balance 
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of which the equUibrium of the finances primarily 
depends; and that iif them such extraordinary and 
disturbing causes of outlay as famine relief or war 
have been excluded from consideration, though their 
serious importance and infiuence on the general financial 
position will receive full attention afterwards. 



CHAPTER m. 

PROGRESS AND PRESENT CONDITION OP THE REVENUES 
AND EXPENDITURE. 

The Reoemes from 1869 to 1881. 

LAND BBVENUB— TRIBUTES PROM NATIVE STATES— PORESTS— OPIUM — ^MISCEL- 
LANEOUS RECEIPTS — TOTAL RECEIPTS OTHER THAN TAXATION— EXCISE — 
SALT — STAMPS— CUSTOMS— CAPITATION TAX IN BURMA — LICENCE TAX — 
PROVINCIAL RATES OR CESSES — TOTAL RECEIPTS PROM TAXATION — TOTAL 

REVENUES. 

• 

In this Chapter I proceed to show the progress of each 
of the great branches of revenue during the last twelve 
years, and their present condition. 

For reasons before explained the revenues will be 
arranged in two groups, those which are not, and those 
which are, derived from taxation properly so called. 

The Laiid revenue {a) recorded in 1869-70 was, after 
deducting the capitation tax, 20,811,'9(15/., but this 
included an accidental credit of 408,764/., the accumu- 
lated sale price of waste lands. The normal land revenue 
at that time did not exceed 20,400,000/. The amount 
of land revenue collected between 1876-77 and 1879-80 
was so greatly disturbed by remissions or postpone- 
ments of the demand made in consequence of famine 
that no^ comparisons can usefully be made between the 
figures for particular years. The amount realised in 
1879-80 was 22,125,807/., of which 338,657/. was on 
account of arrears in Madras due to past fiunine. The 
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regular estimate for 1880-81 gives 21, 414', 000/., in- 
cluding 65,200/". famine arrears, but the collections for 
the year have been retarded owing to the census opera- 
tions, and the receipts are thereby diminished by about 
445,000/. The normal land revenue, exclusive of the 
capitation tax, is now at least 21,750,000/. a year, or 
1,350,000/. more than it was twelve years ago. I have 
already explained the causes to which this gi*eat in- 
crease is due, and have shown that not only has there 
been no enhancement of the assessments, but that the 
demand of the State, in relation to the value and extent 
of the culturable area, has diminished, and continues to 
diminish. 

The Tributes and contributions from native states (/») 
do not vary much from year to year. In the last 
twelve years they have never been lower than 675(120/., 
or higher than 768,544/. The contributions are chiefly 
for the maintenance of local troops. The Govern- 
ment of India preserves peace throughout the native 
states under its protection, which have an area of more 
than 575,000 square miles, and a population of about 
50,000,000. The sums paid by these states to the 
Government of India are insignificant compared to the 
benefits which* they receive. 

The net Forest revenue (c), which is almost entirely 
derived from the sale of timber and other forest pro- 
duce, the property of the Government, was 158,854/. 
in 1869—70, and 223,000/. in 1880-81, and it has only 
once exceeded 237,000/., namely, in 1875-76, when it 
reached 274,551/. The stationary condition of the net 
forest revenue has been rather a matter for satisfaction 
than otherwise. The forest administration, which is 
of comparatively recent creation, looks to the future 
interests of the community more than to present profit, 
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and is more occupied in the preservation and improve- 
ment of the State forests than fii realising an imme- 
diate large revenue. The gross revenue is now, 
however, close on 700,000/. 

The net Opium revenue {d) has grown from 6,132,387/. 
in 1869-70 to 8,466,000/. in 1880-81, an increash of 
2,333,613/. The annual average for the first period of 
four years from 1869-70 to 1872-73 was 6,672,756/. ; 
from 1873-74 to 1876-77 it was 6,267,746/. ; and from 
1877'*-78 to 1880-81 it was 7,734,044/. The greater 
part of the increase has taken place in the last three 
years. Evidence will be adduced further on to show 
that this inci’ease in the opium revenue has been neither 
temporary nor accidental, and that it is likely to con- 
tinue. 

Tj^ere are many other branches of the administra- 
tion which, though they yield a revenue, cost more 
than they yield, and they will therefore be discussed 
under the head of expenditure. It may here, however, 
be mentioned that the Mint, although not admijnstered 
with that object, frequently yields a small surplus. 
Recently the Telegraph has also begun to do so, and 
the Post Office may perhaps do so before long, while 
the Productive Public works are rapidly Approaching 
the time when they also will not only cover the* entire 
amount expended on them — that is, their wor king ex- 
penses and the interest on the capital invested in their 
construction— but when they will yield a surplus revenue 
to the State. 

There are certain small items of revenue and expen- 
diture which do not belong to any of the main heads of 
account, *and are therefore recorded as Miscellaneous (e). 
The average net revenue yielded by them for the last 
four years has been 21,532/. 
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The total net receipts from sources other than taxa- 
tion, namely, Land revenue. Tributes, Forest, Opium, 
and Miscellaneous, were in 1869-70 28,009,878/., and 
in 1880—81 they were 30,885,000/. Their average 
amount from 1869-70 to 1872-73 was 28,127,152/.; 
from 1873-74 to 1876-77 it was 28,113,932/.; and 
from 1878-79 to 1880-81 it was 30,020,036/. 

The receipts derived from taxation proper will next 
be considered. 

The net Excise revenue (/) has grown from 1,991{039/. 
in 1869-70 to 2,967,000/. in 1880-81, an increase of 
nearly 1,000,000/. The average receipts from 1869-70 
to 1872-73 were 2,122,783/.; from 1873-74 to 1876-77 
they were 2,317,999/. ; and from 1877-78 to 1880-81 
they were 2,640,766/. This increase of 50 per cent, 
in the last twelve years is not to be attributed to 
the increase of intemperance, but to improvement in 
the condition of the people, and, still more, to better 
administration. For obvious reasons it has ever5rwhere 
been thp policy of the Government to increase the rates 
of excise duty on spirits and drugs, as far as possible, 
consistently with avoiding the risk of illicit traffic. 

The Capitation tax {g) in British Burma, which in the 
accounts is incorrectly credited under the head Land 
Revenue, gradually increases with the population, and 
has risen from 201,395/. in 1869—70 to 266,000/. in 
1880-81. This tax is indefensible in principle, and 
being a direct tax is vexatious in the method of levy. 
It falls at the rate of 5 rupees on every married, and 
2 rupees 8 annas on every unmarried man. Eeference 
will again be made to this tax in connection with the 
salt duties. 

Under the head Assessed taxes (A) the net revenue 
from income tax was 1,026,400/. in 1869-70, and the 
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licence tax jrielded 497,000/. in 1880-81 ; a decrease 
529,400/. The net amount levi& undfer this head in 
1870-71 was 1,988,023/. In 1861-62 it was 1,860,897/. 
In the first period of four years, fi*om 1869-70 to 1872 
-73, the average annual receipts were 1,098,341/. ; and 
in the last period, from 1877-78 to 1880-81, they were 
531,965/. In the second period, from 1873-7^ to 1876 
-77, neither income tax nor licence tax were levied, 
excepting some trifling arrears. 

The Idtgest net amount yielded in any year by the 
licence tax was 837,312/. in 1878-79. * 

The net receipts under the head of Provincial rates (*) 
were 1,235,496/. in 1869-70, and 2,731,000/. in 1880 
-81 ; an increase of 1,495,504/. In the four years fixsm 
1869-70 to 1872-73, their average annual amount was 
1,484^330/. ; in the next four years, from 1873-74 to 
1876-77, it was 1,788,422/.; in the last four years, 
from 1877-78 to 1880-81, it was 2,576,856/. About 
500,000/. of this increase was caused by the new rates 
imposed, for famine purposes, in 1877 and 1878. The 
remaining increase, amounting in the twelve years to 
nearly 1,000,000/., has partly arisen from the natural 
growth of the older local revenues, but it has been 
chiefly due to increased local taxation, Tselween 1869 
and 1871. In Bengal, in 1871, rates yielding 34(1,000/. 
were imposed for the construction and maintenance of 
district roads and communications. In the Punjab, in 
1871, rates yielding 137,000/. were imposed for local 
roads, education, hospitals, wells, and other useful pur- 
poses. In the same year the old rates, which had long 
been levied for similar objects in the North-Western 
Provinces, were placed on a legal basis, and slightly 
increased in amount, and rates yielding 35,000/. were 
imposed in Oudh. The local taxation in Madras and 
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Bpmbay was also increased to the extent «of about 
500,000/. by afcts of 'the local legislatures passed in 
1869 and 1871. In some of these cases the new rates 
took the place of various so-called voluntary and ir- 
regular cesses, which were not brought to account at all, 
and "“the change rather gave rehef than otherwise. 

With" the single exception of the rates levied for the 
protection of the country against famine, yielding 
510,000/. a year, the whole increase of taxation under 
this head has been for local purposes, of the kind just 
stated, not on account of the central government. 

It must also be explained that under this head of 
Provincial rates are included receipts from rates on 
land, to the amount of about 500,000/. apphed to pay- 
ments for village services, such as in the greater part 
of India are not brought to account at all, although 
they are assessed and collected with the land revenue ; 
they are therefore not in tlie nature of taxation. Ex- 
cluding this sum, the total amount of taxation, pro- 
perly so called, levied under the designation of Provin- 
cial rates, is about 2,200,000/., of which about 1,700,000/. 
is wholly appropriated to provincial and local purposes. 

The licence tax and the additional rates imposed on 
the land mHde up together, as will be explained else- 
where*, the so-called famine taxation of 1877 and 1878, 
and they then yielded together 1,109,200/. The whole 
of the famine taxation yielded in 1880-81 about the 
same amount as that yielded by the income tax in 1869 
-70 ; and about one-half the sum yielded by that tax in 
1861-62, and in 1870-71. In 1870-71 the income 
tax was levied at the rate of 3^ per cent, or 74</. in 
the pound. The present average rate of tMe licence 
tax is about 1^ per cent, or 3ft/. in the pound, and it 
affects immensely fewer people than the income tax. 
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The net amount derived from Customs (J) exclusive of 
the import duties on salt, which* are Under a separate 
head of account, shows little change. It was 2,167,797^. 
in 1869—70, and 2,269,000/. in 1880-81. The average 
for tlie first period of four years from 1869—70, was 
2,316,284/. ; for the second four years it was 2,371,636/. ; 
and for the last four years it was 2,176,287/'. In no 
year has the net revenue been so low as 2,000,000/., or 
so high as 2,500,000/. Although the variations in the 
amount of the customs revenue have been so small, the 
changes made during the last twelve years have been 
numerous and important. Further details will be given 
hereafter on this subject, but it may here be noticed 
that aU the changes have been for the relief of the 
taxpayer. 

Before 1867, the law regulating the customs tariff 
imposed a general rate of duty on every article im- 
ported into or exported from British India. Such 
articles as were free, or were subject to special duties, 
were enumerated. The genei'al rate from 1859-60 to 
1 863-64, was on imports 10 per cent, and on exports 3 
per cent. The special duties were for a time on some 
large and important classes of goods as high as 20 per 
cent. In April 1864 the general import rate was 
lowered to 7i per cent. The Act passed at the' com- 
mencement of 1867-68 changed the plan on which all 
former tariff Acts had been drawn, and specified all the 
dutiable articles, leaving everything else free. The 
rate on imports, however, remained generally at 7^ per 
cent., and on six classes of articles the export duty con- 
tinued to be 3 per cent., on two it was 4 per cent., while 
indigo anfl grain were subject to fixed duties. 

In 1870 shawls, in 1873 wheat, and in 1874 lac dye, 
were freed from export duty. In 1875 the general 

D 
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rate of the import duties was reduced from T^^per cent, 
to 0 per cent. 5 and cotton manufactures, oils, seeds, 
spices, and all grains except rice, were exempted from 
export duty. In 1878 twenty-nine out of the sixty-two 
major heads of the list of articles on the import tariff, 
including sonie of the coarser kinds of cotton goods, 
were altogether exempted from duty, and in the same 
year the inland customs duties on sugar, which had 
yielded an annual revenue of 150,000^., were abolished. 
In 1879 the whole of the coarser grey cotton goods were 
exempted from import duty with a sacrifice of 300,000/., 
and the export duties on indigo and lac were removed, 
leaving nothing except rice subject to export duty. 
Notwithstanding these reductions, amounting altogether 
to nearly a million,^ the revenue was, in consequence of 
the great increase of trade and prosperity, larger in 
1880-81 than it was twelve years before. * 

The net Salt revenue {k) has increased from 5,402,501/. 
in 1869-70, to 0,573,000/. in 1881, or more than 
1,000,000/. In the four years, from 1809-70 to 1872—73, 
the annual average net receipts from salt Avere 5,502,004/. ; 
from 1873-74 to 1870-77 they Avere 5,717,405/. ; and 
from 1877-78 to 1880-81 they Avere 6,401,454/. 
Although the -increase has been more rapid during the 
last four years, it has gone on steadily through the 
whole period, since 1869-70 ; and, as will be shown 
further on, this has been accompanied by a reduc- 

‘ 1875-70. Import and export duties removed, and 

general rate of imports reduced . . £308,000 

1878- 70. Import duties and inland sugar duties 
removed ..... 232,000 

1879- 80. Import and export duties removed . 351,000 

Total . . £861,000 

besides remissions of duty previous to 1875 on shawls, wheat, and lac dye 
exported, and on various articles imported. 
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tion of duty, and of the price of salt in the greater 
part of India. • • 

The net revenue from Stamps and Registration {1) has 
increased from 2,280,670Z. in 1869—70 to 3,243,000/. in 
1880-81, an increase of nearly 1,000,000/. The growth 
of these branches of revenue has been steady. They 
yielded an average sum of 2,400,733/. from 1S69-70 to 
1872-73 ; 2,695,655/. from 1873-74 to 1876-77 ; and 
3,098,359/. from 1877—78 to 1880-81. The stamps 
are both* judicial and commercial. Before 1879-80 
registration was included in the accounts ninder the 
head Law and Justice, but for the past two years a 
separate head has been specially made for this branch 
of the administration, the net revenue from which 
is expected to increase. In 1880-81 it amounted to 
112 , 000 /. 

l^e total net sum received from all kinds of taxation 
properly so called was 14,365,298/. in 1869-70, and 
18,546,000/. in 1880-81 ; an increase of 4,180,702/. 
From 1809-70 to 1872—73, the average annual^receipts 
were 15,189,588/. ; from 1873-74 to 1876-77 they 
were 15,137,106/. ; from 1877—78 to 1880—81 .they 
were 17,740,792/. Thus the whole increase has taken 
place in tlie last period of five years. • • 

With the exception of the famine taxation, however, 
no fresh taxes have been imposed in India during the 
last ten years, and although the old taxes have become 
greatly more productive, this has been the result of in- 
creased prosperity and improved administration, and 
not of any enhancement of their rates. The truth is that 
although there has been some redistribution of the 
public burdens, with the object of making their inci- 
dence more equitable, the total weight of taxation has 
not been increased, but reduced during the last twenty 
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years. The remissions of Customs duties alo^e, in the 
last five years, have nearly equalled in amount the 
whole sum now yielded by the hcence tax and tlie 
famine rates put together. 

Taking together all sources. of revenue, the net 
receipts have risen from 42,375,170/. in 1869-70 to 
49,431,000/. in 1880-81. This increase of 7,055,824/. 
has been spread in tlie most satisfactory way over all 
the great branches of the revenue. There is every sign 
that this Avill continue, but whatever may hajipen here- 
after, Ave ‘inay, at least for the present, dismiss as 
erroneous all statements regarding the absence of 
elasticity in the reA'enues of India. If they liaA^e not 
shoAN'n themselves to be elastic it is difficult to conceive 
Avhat elasticity means. 
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CHAPTER IV. 


PROGRESS AND PRESENT CONDITION OP THE REVENUE 
AND EXPENDITURE. 

Tlie E.ependiture from 1869 to 1881.'- 

CHABeES UBDER LABD BEVEBUB IBCLXTDE cost OB INTERNAL ADUINI8TBA- 
TION — ^ADMINISTRATION AND MINOR DEPARTMENTS — TOTAL CHARGES KOR 
EFFECTIVE CIVIL SERVICES — NON-EFFECTIVE CIVIL CHARQES — INTEREST 
ON DEBT — PDBLIC 'WORKS CHARGES— GUARANTEED RAILWAYS — PRODUC- 
TIVE PUBLIC WORKS — ORDINARY PUBLIC WORKS — LOSS BY EXCHANGE — 
ARMY — INCREASE OP MILITARY CHARGES AND NECESSITY FOR REDUC- 
TIONS — PROVINCIAL SURPLUS AND DEFICIT — EXPLANATION OP THESE 
ENTRIES — GENERAL CONCLUSIONS AS TO GROWTH OF EXPENDITURE. 

The progress of the net expenditure during the same 
twelve years will next be considered. 

The head Land. Revenue (1) has been exhibited in 
the statements given in the Appendix, both on the 
revenue and expenditure side of the account, instead of 
appearing net on the revenue side only, because the 
expenditure recorded under the head Land Revenue 
does not truly or exclusively represent the cost of 
collecting that invenue, but is incurred, to a large 
extent, for the internal general administration.^ There 

’ For the year 1870-80 the total expenditure recorded under the head 
^ land revenue ^ is 2,037,185/. Of this 22,200/. was commission on collections 
of capitation tax, which should properly be deducted from the former and 
Tiharged to the latter head. Of the remainder, 623,560/. represents charges 
for revenue survey, settlement, commission on land revenue collections, 
management of government estates, process-serving, and riwlikfma to pro- 
prietors ; these might properly be set off against land revenue. There are 
also charges amounting to 706,310/., described as ' allowances to district and 
village officers,* of which about 536,000/. would in most provinces be ex- 
cluded from the land revenue account, tlie balance belonging to the general 
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are numerous departments of the public service which 
are administered by the Collectofs of the land revenue, 
the connection of which with that revenue is only indi- 
rect. The greater part of the direct charges connected 
with the actual collection of the land revenue does not 
appear in the accounts at all. Tliey form a part of 
the village expenses, and in most provinces* though 
assessed with the land revenue, are paid directly by 
the landholders to the village servants. A portion 
of the salaries of tlie district officers is now sliown 
under the head ‘ Law and Justice,’ on the ground that 
they have also magisterial diities to perform, the divi- 
sion of the charges between ‘ Land Eevenue ’ and ‘ Law 
and Justice ’ being, however, quite arbitrary. In most 
provinces a moiety is charged under each head, but 
in Madras foiu’-fifths is charged to Land revenue, and 
one-fifth to Law and Justice. These an'angements are 
complicated and misleading, and it would be an im- 
provement if the expenditure on account of the salaries 
of the district officers and their establishments, now 
recorded under Land Revenue, and Law and Justice, 
were shown under the general head Administration. 

Tlie expenditure charged under ‘ Land revenue ’ 
has varied little during tlie last twelve* years. It was 
2,790,375/. in 1869-70, and 2,956,000/. in 1880-81. 
This slight increase of 155,625/. lias been due, for the 
most part, to the creation of new districts in British 
Burma, the North-Western Provinces, and Oudh, and 
to various administrative improvements. The recent 
regulations for the admission of natives of India to the 
higher ranks of the civil administration, on a lower 

admimstration. The remainder, or 1,520,685/., is the cost of the district 
officers (collectors, assistant commissioners, &c.) and their establishments 
and other general charges relating to the administration of the districts. 
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scale of emolument than that applied to officers who 
enter the service by 'competition in England (among 
whom no distinction of salaries is made, be they English 
or Indian), will tend to future economy, and as the 
heavy charges connected with settlement operations are 
likely soon to cease, no considerable future increase of 
expendittire under the head of Land revenue is probable. 

Under the head Administration (2), the cost of the 
whole civil administration, down to the grade of Commis- 
sioners of division, is shown. It includes' all the 
charges, beth in England and India, on account of the 
Secretary of State, the Viceroy, Goveniors, Lieutenant- 
governors, Councils, ike. There has been little variation 
in the amount during the twelve years ; it was 
1,434,728/. in 1869-70, and 1,543,000/. in 1880-81. It 
is satisfactoiy to see that under this head the increase 
has been so small. 

For the Minor DepartmenU (3), such as the trigo- 
nometrical and topographical surveys, model farms, 
cinchona plantations, census, &c., it is unnecessary to 
give details. The whole net charges incurred are small, 
and are less now than they were in 1872-73, in which 
year they stood highest, at 377,217/. 

The Mint (4) charges are in many years more than 
covered by the receij)ts, which consist of seigniorage 
and gain on the coinage and miscellaneous items. The 
highest net expenditure in the twelve years was 32,859/., 
and the highest net revenue was 311,776/. The prin- 
cipal cause of variation is the quantity of money coined. 
The smaller the amount coined the more is the net cost 
to -the government. In the twelve years ending March 
31, 1881, nearly 70,000,000/. was coined in the Indian 
mints, almost entirely in silver. The net receipt realised 
during that period was nearly 650,000/. 
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Taking the Post office (5), and Telegraph (6), toge- 
ther, there has been a net redaction 'of expenditure 
of 119,649/., the former showing an increase and the 
latter a decrease. The net cost of the Post office was 
33,409/. in 1869-70, and 153,000/. in 1880-81, an in- 
crease of 119,591/. Its administration has been excel- 
lent. The development of the business perfoVmed by 
the post office, and of the efficiency of the service, is 
out of all proportion to tlic increase of charge. It has 
luthcrto flot been the j)olicy of the government to treat 
the post office as a source of revenue, but to use the 
constantly grooving receipts in increasing the usefulness 
and efficiencj’’ of the department. In no country in the 
world are lower charges made tlian by the Indian post 
office for the many and gi-eat public services which it per- 
forms. Under the liead of Telegraph the net charge 
was 296,267/. in 1869-70, while in 1880-81, after provid- 
ing a large sum for capital outlay, there Avas a net revenue 
of 35,000/., an improvement amounting to 331,267/. 

It Avas mentioned that the charges uiidgr Law 
and Justice (7) include a portion of the j)ay of district 
officers. The creation of neAv districts has thus led to 
an increase in these charges ; but the general judicial 
administraiiou has been inucli improved *aitd the courts 
have been made more efficient, and much of the in- 
crease under this head has been due to the increased 
cost of maintaining prisoners in jails, oAving to the pre- 
valence in many parts of the country of famine and 
war prices. The net expenditure under this head was 
2,145,233/. in 1869-70, and 2,595,000/. in 1880-81, 
an increase of 449,767/. 

The *net charge for Police (8) has varied very 
little during the twelve years. In 1869-70 it was 
2,223,837/., and in 1880-81 it was 2,282,000/. 
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. The charge under Marine (9) was 989^, 793/. in 
1869—70 and 325,000^. in 1880—81, but in the former 
year there were exceptional and nominal charges under 
this head, amounting to 320,000/., on account of cer- 
tain Bengal marine funds which were written off. The 
net expenditure in subsequent years has varied a good 
deal ; the highest amount was 466,934/. in 1876—77, and 
the lowest was 272,653/. in 1879-80. 

Under Education (10), the expenditure was 
756,445/. in 1869-70 and 839,000/. in 1880-81; 
an increase of 82,555/. It is to be regretted that 
the increase has not been larger. Too much money 
is spent by the Government in giving to the richer 
classes a superior education for which they ouglit to 
pay themselves, while too little is spent on elementary 
instruction for the masses of tlie poor. It is truq that 
in this respect matters are better than they were. 
Excepting in tlie North-Western Provinces, where an 
excellent system of village schools had already been 
established by Mr. Thomason and other enlightened 
men, there were, twenty-five years ago, in British India 
only about 2,000 schools maintained or aided by the 
Government, with about 90,000 scholars. Including 
the North-Weslern Provinces, there were about 8,000 
schools, and 190,000 scholars. In 1879, the number of 
schools was 63,600, and the nufliber of scholars was 
1,800,000. But much remains to be done. 

The net expenditure under the head of Ecclesiasti- 
cal (11) has remained practically unaltered. Under 
Medical (12) the expenditure was 445,360/. in 1869-70, 
and 628,000/. in 1880—81, an increase of 182,640/. 
This signifies a greater number of hospitals and dis- 
pensaries, and is matter for congratulation. The Poli- 
tical expenditure (13) has slightly increased. The ex- 
penditure for Stationery and printing (14) is large, but 
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it is difficult to overstate the advantage to the admin- 
istration and to the despatch* of public business 
resulting from the free use of printing. A consider- 
able reduction under this head was made in 1871-72 
and 1875-76, but it was not maintained. The expen- 
diture under the four heads ecclesiastical, medical, poli- 
tical, and stationery and printing, was 1,383’,640Z. in 
1869-70, and 1,736,000/. in 1880-81, an increase of 
352,360/. 

Taking altogether the fourteen heads under which 
the effective civil services are distributed, atid which 
have been detailed above, the average net annual ex- 
penditure was 11,771,842/. from 1869-70 to 1872—73; 
12,403,268/. from 1873-74 to 1876-77 ; and 12,457,158/. 
from 1877-78 to 1880-81. The expenditure was 
12,1^8,152/. in 1869-70, and 12,723,000/. in 1880-81, 
an increase of 534,848/. — a moderate sum when we con- 
sider the immensely improved efficiency of tlie adminis- 
tration, and the fact that much of the increase has been 
due to a rise in prices. , 

The net charges fof Furlough allowances (15) 
have mcreased since 1869-70 ; in that year they were 
157,918/., and in 1880-81 they were 224,000/. But 
this is only nominal, and is due to a chahgfe of system 
hi the accounts. During the last eight years they have 
been stationary and have shown no tendency to increase. 

The charge for Superannuation allowances (16) has 
gone on steadily growing during the last twelve years. 
The charges shown in the Appendix under this head 
are larger than those in the pubhshed returns in con- 
sequence of the omission in the former of a portion of 
the receipts, which are only book entries, and which 
prevent a proper comparison of the actual charges. 
The charge thus corrected was 993,581/. in 1869—70, and 
1,864,000/. in 1880-81. This increase has been mainly 
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djie to the growth of the civil estabhshmcrits during 
the past half-cfentury, and it is, to some extent, a sign 
of greater efficiency in the pubhc service, and of the 
determination to get rid of worn-out and incompetent 
officers. The large reductions lately made in the 
public works establishments liave been a serious cause 
of increase under this head. 

Taking the furlough and superannuation allowances 
together, the charges were 1,151,499/. in 1869-70, and 
2,088,000/. in 1880-81 ; an increase of 936,501/. Tlie 
average annual amount was 1,278,130/. from 1869-70 
to 1872-73; 1,660,286/. from 1873-74 to 1876-77; 
and 1,975,490/. from 1877-78 to 1880-81. Thus there 
was an increase of 382,156/. in the second four years, 
and a further increase of 315,204/. in the last four 
years. 

The payments under the liead Alhncancefi and 
A’^ftignuienU under treaties (17) fell from 1,863,615/. in 
1869-70 to 1,646,093/. in 1877-78, chiefly by the 
gradual Japse of political pensions, which form a large 
portion of this charge. In, the last three years the 
amount has again increased owing to the payments 
made to some of the states of Eajputana on their trans- 
ferring theif nght to collect salt duties to the British 
Government. The expenditure for 1880-81 is 
1,908,000/., of which about 700,000/. is for political 
pensions, 350,000/. for compensations of various 
descriptions, and the remainder represents alienations 
of the land revenue, chiefly in Madras and Bombay, 
which in other parts of Lidia would be dealt with as 
deductions and not appear in the pubhc accounts at 
all. These charges have no tendency to increase. 

The apparent net charge for Interest on debt (18) 
has risen from 5,245,187/. to 6,655,000/., or 409,813/. 
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In fact, Ijowever, there has been not only no real in- 
crease, but, as will be presently ^hown^ a large reduc- 
tion of burden on the taxpayer, because we must set 
off against the charge for interest on the money 
borrowed for productive public works, the net income 
received from them. * ■■ 

The growth of the income from railways and 
canals has not been the sole cause which has led to the 
virtual diminution of the interest charge notwithstanding 
the increase of the debt. Owing to the steady improve- 
ment in the credit of the Government of India, a large 
amount of interest has been saved by the repeated 
conversion of debt bearing higher interest into debt 
bearing lower interest. In India, in 1869, there Avas 
J0,500,000Z. of the debt bearing interest at 5i and 5 
per cent. ; in 1880 there was in place of it, 23,55o,000/. 
debt ^it 4^- per cent, and 7,000,000/. at 4 per cent. 
A similar improvement has taken place in the Home 
debt. In 1869-70, 22,200,000/. of this debt bore interest 
at 5 per cent. Practically no part of the sterling debt 
noAV bears interest above 4 per cent., and the succeiS 
last year of the 3^ per cent, loan shows that furtha 
reductions may be anticipated. The capital of the 
debt in England has increased by about 40,000,000/., 
but the interest has increased by little more than 
100,000/. The general result is that the average rate 
of gross interest charge on the whole Indian debt has 
fallen from 4'6 per cent, in 1869-70 to 3-8 in 1880-81, 
or about | per cent. 

Although, however, the burden of interest has 
diminished, the policy of constructing productive pub- 
lic work» with borrowed money has necessarily led to 
a constant growth of the capital of the debt. At the 
commencement of 1869-70 the total debt in India and 
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in England was 97,379,000i. ; at the end of 1880-81 it 
was 157,149,0001, an increase of 59,770,0001 During 
these twelve years 38,415,0001 has been spent on 
productive public works, besides 10,208,0001 pro- 
vided in part payment for the East India Kailway 
on its purcliase in 1880, and 7,456,0001 advanced 
as loans to Native states, corporate bodies, and in- 
dividuals, on interest ; this accounts for nearly the whole 
increase. 

The total net expenditure on Public works (19) 
of aU kinds met from revenue, including payments of 
guaranteed interest, but excluding the pubhc works 
portion of the interest on debt, and the credits received 
on account of increased land revenue due to irrigation, 
was in 1869-70 6,635,7961, and in 1880-81 it Avas 
3,852,0001 Combining the charge for interest on 
debt and for public works, it Avill be seen thit the 
total net outlay under these tAvo heads has been reduced 
from 11,880,9831 in 1869—70 to 9,507,0001 in 1880-81, 
that is, by 2,373,9831, a result essentially due to the 
growth of the public Avorks income. 

The accounts are noAv prepared so as to distinguish 
the part of the interest chargeable on the borrowed 
capital spept on public works from the other interest. 
Making this division, the net interest on ordinary debt 
was 5,151,5791 in 1869-70, and in 1880-81 it was 
reduced to 3,300,0001, a decrease of 1,851,5791 The 
public works portion of the interest increased in the 
same time from 93,6081 to 2,355,0001, or by 2,261,3921, 
the net increase being, as before stated, 409,8131 

Including the charges on account of the guaranteed 
railways and the public works portion of the interest 
on debt, and taking credit for the increased land reve- 
nue due to irrigation, the net public works expenditure 
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on all accounts was 6,601,000/. in 1869-70, 
5,506,000/. in 1880-81, showing ,a decrease *of 
1,095,000/. 

The net charge for guaranteed railway interest, in- 
cluding the East Indian railway (after allowing for 
the set-off obtained from the net traffic receipts), which 
in 1869-70 was 1,498,000/.^ was converted in«1880-81 
into a net receipt of 337,000/., showing an improve- 
ment of 1,835,000/. 

The 4 )ublic works classed as productive, or those 
yielding revenue, taking account of all interest charges 
and all net income, led to a net revenue of 299,000/. 
in 1869-70 and to a net charge of 532,000/. in 1880-81. 
In this period the net income had increased from 
443,000/. to 1,529,000/., the interest charge at the 
same time having grown from 144,000/. to 2,061,000/. 

Tlie pubhc works expenditure under all heads not 
classed as productive, including roads and buildings 
01 all descriptions, was 5,311,000/. in 1869-70 and 
5,312,000/. ill 1880-81, exclusive of the large out- 
lay in the last year on the frontier railways, whicli has 
been treated as a contingency of the Afghan war. 
This class of outlay was summarily reduced by Lord 
Mayo in 1870-71 by more than 1,000,0004, as he was 
satisfied that it had become more than the country 
could afford, but it was again increased, until in 1873 
-74 it stood at 5,382,000/. From 1876-77 to 1879-80 
it remained at about 4,500,000/., in 1880-81 r ising 
again to 5,312,000/. The reduced expenditure be- 
tween 1876 and 1879 was in some measure due to 
restrictions imposed in consequence of the pressure, 
first of /amine relief, and afterwards of the A fghan 
war, and the increase in the last year has followed on 
the removal of those restrictions, and will be met, to a 
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gjpeat extent at least, from the accumulated balances of 
the Provincial governments. 

The whole subject of the expenditure on public 
works, and its effect on the public debt and the 
charges for interest, will be more fully gone into sub- 
sequently, but the foregoing summary will show that 
so far from there having been any increase of the 
public burdens on this account, there has been a relief 
now amounting annually to nearly 2,800,000/. sterling. 

The next head of expenditure requiring, notice is 
Loss by flxchange (20). It arises partly upon the 
transactions with the guaranteed Railway companies, 
but chiefly upon the sale of the Rupee bills of the 
Secretary of State. The diflScult ])i-oblems suggested 
by this most serious burden, over Avhicli the Govern- 
ment of India is unable to exercise any control, are 
treated of in another chapter. Here it will only be re- 
marked that among all the causes of financial anxiety 
in India there has been, for some years past, no cause 
which can for a moment be compared with this in im- 
portance. Li consequence of the great fall in the gold 
price of silver, the loss incurred by the Government of 
India on its remittances to England has assumed most 
formidable proportions. In 1869-70, the loss by ex- 
change was 102,786/. ; in 1880-81, it was 2,553,000/. ; 
an increase of 2,450,214/. In the four years from 
1869-70 to 1872-73 the average annual charge was 
270,152/. ; from 1873-74 to 1876-77 it was 951,170/. ; 
from 1877-78 to 1880-81, it was 2,364,050/. 

The cost of the Army (21), apart of course from 
warrhas increased during the twelve years by 218,866/. 
It was 15,247,134/. in 1869-70, and 15,466,000/. in 
1880-81. It was intermediately reduced by more than 
a million ; and was at its lowest point, 14,218,378/., in 
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1873-74.. From 1869-70 to 1872-73 the average 
annual charge was 14,922,773/?; from 1873-74 to 
1876-77 it was 14,433,650/. ; from 1877-78 to 1880-81 
it was 15,636,006/. This increase has for the most 
part been caused, directly or indirectly, by changes of 
system which have been introduced at various times, 
and has fallen chiefly on the non-efiective chafges, the 
growth of which has more than swallowed up the im- 
portant economies carried out in the efiective charges. 
The additional payments in the shape of pensions and 
their capitalised values, which have been unavoidable 
consequences of the abolition of the old Indian army, 
have increased the yearly non-efiective charge by 
750,000/., and the increase in payments on account of 
the European troops who have served in India amounts 
to about half that sum. This increase of mihtary ex- 
pendi/ure, which from its nature has been beyond the 
power of the Government of India to control, is the 
most unsatisfactory part of the financial history of the 
last few years. No subject was more anxiously con- 
sidered by Lord Lytton. He was convinced that the 
mihtary charges were excessive, while at the same time 
the army in India was, in some respects, far from being 
as eflicient an instrument as could be desired* I am not 
competent to criticise the details of mihtary organisation 
and administration, but there can be no doubt that many 
of the highest mihtary authorities concur with this 
opinion of Lord Lytton. In 1879 he appointed a special 
commission to inquire into these subjects. It had for its 
president Sir Ashley Eden, one of the most eminent of 
Indian administrators, and it included among its mem- 
bers som® of the most distinguished of Indian soldiers, 
among whom may be named Sir Frederick Eoberts and 
Sir Peter Lumsden. There were some subjects, in a 



50 . FINANCES AND PUBLIC WOBXB OP INDU. 

great measure political iri their nature, on which there 
was a difference of opinion in the commission, but on 
almost all the important mihtary questions its con- 
clusions were unanimous. It declared its belief that, 
if its recommendations were adopted, the strength and 
efficiency of the army in peace and war, and the popu- 
larity of the service, would be greatly increased, and 
that without the sacrifice of anything that had any 
value, the military expenditure in India might be re- 
duced by 1,250,000^. a year. 

I knew how the powers of obstruction and pre- 
judice and laissez faire, both in India and in England, 
are apt to stop attempts at army reform, and to frustrate 
efforts to diminish the immense military charges now 
imposed on the country. I am not sanguine that we 
shall soon see them very largely decrease, but that they 
ought to be decreased there can be no doubt ‘^what- 
ever. It is not only in India that attention to the sub- 
ject of Indian military expenditure is required. The 
Government of India has never concealed its opinion 
that in apportioning the charges which have to be 
shared between the two countries, and when the in- 
terests of both English and Indian taxpayers have been 
at stake, Indi'a has sometimes received a scant measure 
of justice. This feeling has been increased by the know- 
ledge, learned by the experience of the past, that this 
is a matter in which India is helpless. It is a fact, the 
gravity of which can hardly be exs^gerated, that the 
Indian revenues are liable to have great charges thrown 
upon them without the Government of India having 
any power of effectual remonstrance. The extension 
to India of the numerous measures taken in England to 
improve the position of the officers and soldiers of the 
army was no doubt right and unavoidable, but the fact 
that heavy additional expenditure has thus been in- 
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curred h.y India gives her a claim to expect that no 
efforts shall be spared to dimintsh charges which are 
unnecessary, or of which she bears too large a share. 

The heading Provincial and Local Surplus or Dejidt 
(22), requires a few words of explanation. Under the 
system of Provincial finance initiated under the Govern- 
ment of Lord Mayo, of which a full descriptioh wiU be 
given in the sequel, contracts are made in respect of 
certain branches of revenue and expenditure between 
the Imperial and Local Governments, the Local Govern- 
ment being entitled to receive credit in their account with 
the Imperial treasury for any saving they may effect, and, 
per contra, being bound to make good any excess charge 
they may incur, the balance at their credit remaining at 
their disposal from year to year, and not lapsing to the 
Imperial treasury as in the case of ordinary grants 
fiomlthe revenue. The Provincial surplus thus in fact 
represents an addition to be made to the Provincial 
balance by the Imperial Government, and the Provincial 
deficit a payment to be made from the Provincial 
balance to the Imperial Government. In this way, 
while the Imijerial and Provincial revenues and expen- 
diture are brought into one combined account, the 
true separate surplus or deficit for the year is shown, 
both on the Imperial and Provincial accounts. In the 
four years 1869-70 to 1872-73 there was an average 
net surplus on the Provincial accounts of 338,967/., in 
the next four years fi’om 1873-74 to 1876-77 there was 
an average annual net deficit of 279,714/., and in the 
last four years from 1877—78 to 1880-81 there was an 
average annual net surplus of 446,074/. The final 
result of •the twelve years was an accumulated net sur- 
plus due to the Provincial Governments of 2,021,309/. 
It is fi’om this accumulation that the Local Govern- 
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ments are enabled to meet the increased expenditure 
before noticed,* for oMinary public works, many of 
which, though not productive in the restricted and con- 
ventional sense of that term, will nevertheless yield 
direct returns and develop the resources of the country. 

I have now referred to all the permanent heads of 
expendithre. For reasons which will be more fully 
stated hereafter the charges on account of Famine relief 
and War are not here included, and the general result 
is that, apart from these, the net expenditure which 
was 42,418,230/. in 1869-70 was 44,335,000/. in 
1880-81, an increase of 1,916,770/. For more full 
details reference may be made to the statements in the 
Appendix. 

That this result, always excepting the increase in the 
last five years of the normal mihtary expenditure, and 
the increase in the last six years of the loss by exchange, 
is, when analysed, highly satisfactory, it is impossible to 
deny. It shows, in the first place, that in the total cost 
of those, branches of the Civil Administration over which 
the Government of India has had complete control there 
has been no increase whatever ; there has been, on the 
contrary, an actual diminution of charge. This has, 
to a great degl'ee, been due to the measures of decen- 
tralisation, by which while the powers and responsibili- 
ties of the Provincial Governments have been largely 
increased, their inducements to strict economy have at 
the same time been equally stimulated. Next it is seen 
that the apparent increase of expenditure includes 
410,000/. of interest, but that in reahty the burden 
under this head has been reduced by about 3,500,000/. 
The whole of the remaining increase has been caused 
under the head Loss by Exchange by the fall in the gold 
price of silver, a matter absolutely beyond the control 
of the Government. 



Abstract op the Net Expenditure from 1869 to 1881. 


Head of account 


Average of four jSkrs 


First and last years 


1869-73 1873-77 1877-81 1869-70 1880-81 


1. Land revenue, ex- 

clusive of capi- ! 
tation tax 

2. Administration . 

3. Minor depart- 

ments 

4. Mint . 

6. Post office . 

6. Telegraph •. 

7. Law and justice . 

8. Police. 

0. Marine 

10. Education . 

1 1 . lilcclesiastical 

12. Medical 

13. Political . 

14. Stationery and 

printing . 


Total effactive civil 


2,772,482 2,877,673 2,935,138 2,790,375 2,966,000 
1,439,066 1,652,168 1,603,268 1,434^28 1,643,000 


279,430 

793 

39,240 

261,979 

2,247,062 

2,168,964 

538,i368 

717,166 

157,438 

604,101 

371,223 


842,413 

36,607 

153,110 

155,712 

2,486,274 

2,227,648 

366,166 

836,020 

163,978 

604.083 

426,781 


292,701 

m,7S"5 

132,361 

33,071 

2,639,769 

2,247,209 

301,703 

838,231 

157,063 

627,727 

467,359 


190,676 

56,150 

33,400 

296,267 

2,146,233 

2,223,837 

989,793 

756,445 

161,126 

445,360 

415,367 


323.000 

6,000 

163.000 
35,000 

2.695.000 

2.282.000 

326.000 

839.000 

169.000 

628.000 

521,000 


286,118 260,051 405,348 361,787 428,000 


. 11 ,771,842 1 12,403,268 1 1 2,467,1 58 1 1 2,1 88,162 1 1 2,723,000 



65,519 235,089 227,004 

12, on 1,425,197 1,748,486 1 993,581 1 1,804,000 


Total non-etlective * 

civil services . . 1,278,130 1,600,286 1,975,490 1,151,490 2,088,000 

17. Allowances and 
assignments un- 
der treaties . 1,773,747 1,745,334 1,798,803, 1^863,615 1,908,000 


18. Interest 

19. I'dblic works, in- 

cluding guaran- 
teed interest . 


Total interest and 

public works . 11,641,033 



6,655,000 


20. Exchange . 


21. Army 


270,162 



22. Provincial* and 
local surplus or 

deficit . . 338,967 ^79, 7U 446,074 


Total net eipenditure 41,996,644 41,891,180 44,230, i)24 42,418,280j 44,335,000 j 


N.B. Figures in Italics signify receipts in excess of expenditure. 




























CHAPTEE V. 

PROGRESS AND PRESENT CONDITION OP THE REVENUE AND 
< EXPENDITURE. 

General Results, 

BEA.SONS FOR EXCLTTRIXG CHARGES FOR FAMINE ANT) WAR FROM REVIEW 
OF REVENEES AND EXPENDITURE — GENERAL RESULTS OF PAST TWELVE 
TEARS — AMOUNT OF SURPLUS EXCLUDING FAMINE AND WAR — CORREC- 
TIONS TO BE APPLIED TO INSURE PROPER COMPARISONS— EFFECT OF 
FAMINE AND WAR EXPENDITURE ON THE BALANCE OF ORDINARY RB\^ 
NUE AND CHARGES — STATEMENT OF ULTIMATE DEFICIT — MEASURES TAKEN 
TO MEET FUTURE FAMINE OUTLAY — HOW FAR SUCCESSFUL — ^INFLUENCE 
ON FINANCIAL POSITION OF EXPENDITURE OF BORROWED MONET ON 
PUBLIC WORKS — PRESENT NORMAL SURPLUS SUFFICIENT TO ADMIT OP 
FURTHER FISCAL REFORM. 

A 

The charges arising from famine and war, which have 
been excluded from the review of the ordinary expen- 
diture contained in the preceding chapter, although 
uncertain and adventitious, are as real as any others, 
and adequate provision has equally to be made for 
them. Heavy expenditure for war is, however, so 
exceptional in its occurrence that it is neither neces- 
sary nor would it be practicable to make sjiecial 
provision, in anticipation, for meeting it from the ordi- 
nary yearly revenues. But no such plea can be urged 
in regard to famine. Drought and scarcity or famine 
are calamities which, under present circumstances at 
least, must be expected to recur periodically and at 
comparatively short intervals, and the cost of relieving 
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them must obviously, under a sound system of finance, 
be provided from the annual revenues. • The only way, 
however, of making such provision is by securing a 
sufficient surplus of revenue assets over the ordinary 
recurring liabihties of expenditure ; and it is as true of 
charges for famine relief as it is of those for war, Miat 
unless they are separately shown the normal Condition 
of the finances cannot be understood, nor can any 
comparison be made between the financial position in 
different years, or groups of years, unless these great 
disturbing elements are eliminated. Thus, fo» example, 
the expenditure on Famine relief in the last three years 
lias been 464,691/,, while in the previous two years 
it was 7,512,306/. It would give a totally incorrect 
idea of the comparative condition of the finances in 
the two periods, if we were to treat the famine ex- 
penditure as an ordinary incident of the first period, 
and were to ignore the fact that in the second period, 
although little such expenditure was actually incurred, 
it was necessary to store up, so to speak, during this 
time of prosperity resources to meet the inevitable 
requirements of the future. 

While, therefore, due consideration will be given 
in the sequel to the actual charges for ffimine and war 
m the last twelve years, and the effect produced by these 
charges on the finances, it has been deemed preferable, 
in the first instance, to show the progress of the reve- 
nues and expenditure apart from these causes of 
disturbance. The net figures have also been taken 
because they give a more accurate idea of the real con- 
dition of the finances than figures representing the gross 
receipts Vnd charges. 

The total net revenues derived not only from 
the taxes, but from Land, Tributes, Forests, Opium, 
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and Miscellaneous sources amounted in 1869-70 to 
42,375,176^., and in 1680-81 to 49,431,000/., showing an 
increase of 7,055,824/. In the four years from 1869-70 
to 1872-73 the average annual net revenues were 
43,316,740/., in the next four years, from 1873-74 to 
1876-77, they were 43,251,038/., and in the last four 
years, from 1877-78 to 1880-81, they were 47,760,828/. 
Thus this great increase has taken place in the last 
four years. Before 1878-79, the net revenues never 
reached 44,250,000/. 

Making a similar comparison on the other side 
of the account, the total net expenditure, exclusive of 
the charges on account of famine and war, and omitting 
certain exceptional credits of the assets of the military 
funds was 42,418,230/. in 1869-70, and in 1880-81 
it was 44,335,000/., an increase of 1,916,770/. ^n the 
four years from 1869-70 to 1872-73 the average annual 
net expenditure was 41,996,644/. ; in the second four 
years, from 1873—74 to 1876-77, it was 41,891,180/. ; 
in the .last four years, from 1877-78 to 1880-81, it 
was 44,230,924/. Thus, as with the net revenue, the 
greater part of the increase of net expenditure has 
occurred in the last four years. It reached its maxi- 
mum in 18T8-V9, when it amounted to 45,820,198/. 

Apart, therefore, from famine and war, a comparison 
between 1869-70 and 1880-81 shows that while the 
net revenue increased by 7,055,824/., the net expen- 
diture increased by 1,916,770/. ; thus the financial 
position was, putting aside the charges for famine 
ahd war, better in 1880-81 by 5,139,054/. than it was 
twelve years before. 

Setting off the net expenditure against the net reve- 
'nue, exclusive always of war and famine, the gena*al 
results for the twelve years would be to show an 
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aggregate surplus of 24,839,433^., distributed over the 
three periods of four years as follows 

In the first period; an average of • . . 1;320,096 

second period „ ... 1,369,868 

„ third period „ ... 3,629,904 

There are, however, certain corrections to the fore- 
going comparisons which a severe criticism of the 
financial position might appear to demand, and which 
it may be well to notice. 

One such correction, and it is the most important, 
has indeed been already applied by excluding from credit 
sums amounting in the aggregate to 3,599,212^., which 
were transferred to revenue under the head ‘ Eeceipts 
in aid of superannuation, retired, and compassionate 
allowances,’ from the book balances of the military 
fund% when the liabilities of those funds were taken over 
by the Government. This departure from the published 
figures was before mentioned. It is unnecessai’y to 
discuss the question whether the procedure adopted 
in regard to these funds was, as a mere matter of 
account, accurate. It was not approved by the Go- 
vernment of Lidia, but was ordered by the Secretary 
of State. Instead of the whole assets being credited to 
revenue as soon as they became the property of the 
State, they were credited piecemeal year by year in 
sums varying from 2o0,000Z. to nearly 600,000^., and 
thus the annual revenue was, for a number of years, 
artificially increased. These nominal credits which 
added nothing to the revenue have therefore in the 
present review been excluded. The whole of these 
assets have now been brought to credit, and no further 
disturbances on this account will occur. It may be 
mentioned that a sum of 3,051, 91 8^., the balance of the 
Civil Service Aimuity fund, taken over by the Govern- 
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ment in 1874-75 under very similar circumstances, was 
not credited as‘ ordinary revenue, and has not, there- 
fore, disturbed the comparison of the accounts. 

There are two other items of expenditure which 
are treated in the accounts in a manner to which, 
on ‘examining and comparing the annual financial 
results, ‘objection might be taken. These are the 
Loss by Exchange and the expenditure on Bengal 
Opium. 

The sums recorded annually as Loss by Exchange 
show the loss on the actual remittances to England to 
meet the home charges. But the remittances during 
the twelve years fell actually short of the whole current 
requirements of the Home treasury by 28,578,135^., 
and this amount was provided by borrowing in London. 
In the finance and revenue accounts, the loss by ex- 
change on this sum, amounting to 1,773,427^. is not 
charged ; but clearly this advantage was not wholly 
real. It is true that apart from the direct diminu- 
tion of , expenditure thus caused under the head Loss 
by Exchange, the current finances have indirectly bene- 
fited from the short remittances and the borrowings, 
which may have led to some improvement in the 
rates of exfchdhge, but no estimate of the amount of 
this advantage could be made. But on the other hand, 
the home charges have been increased by the interest 
on the money borrowed to replace the short remit- 
tances ; and to make the comparison between the 
several years really fair, there should be added to 
the recorded net loss by exchange, the sum by which 
it would have been increased if the whole current re- 
quirements of the Home treasury had been' met by 
remittances fi*om India year by year, while the interest 
paid on the money borrowed to make good the 
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deficiency should be deducted from the amount re- 
corded under the head of Interest. • 

The expenditure charged in each year under the head 
of Opium does not represent the actual cost of opium 
sold during the year. The conditions of the opium 
revenue will be explained more fully hereafter, bdt it 
may here be stated that the recorded expenditure of 
each year represents the cost of the crop produced 
and manufactured in that year ; while the quantity 
of opiunfl sold in the year has no direct relation to the 
crop of that year, but is fixed with reference to the 
average crop of a number of years, and to the necessity 
of keeping a reserve stock to meet short crops. For 
the purposes of a comparison of the general financial 
position in different years, it is not right that the 
finances of any particular year should benefit by the 
accidental small outlay on a short crop, or suffer by 
the large expenditure on a bumper crop. During the 
twelve years we have paid 1,105,299/. more than the 
actual cost of the opium sold, and this sum is invested 
in the reserve stock of Bengal opium actually existing 
at the end of the year 1880—81. To make the com- 
parison correct, therefore, the expenditure under the 
head of Opium should be adjusted so ak tt) counteract 
this excess charge. 

The effect of excluding from credit the amounts 
saved by short remittances to England, and of exclud- 
ing from expenditure the amount invested in the 
reserve stock of opium, would on the whole be to 
lessen the accumulated surplus by 668,128/. Such an 
amount, however, is of little importance in relation to 
the total surplus, which amounts to nearly 25,000,000/., 
and it may be disregarded for practical purposes. 

Introducing now the exceptional expenditure due 
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tq famine and war, it will be found that in the twelve 
years in question 14,788,819/. was spent on famine 
relief, and that the net charge on account of the 
Afghan war was 18,072,353/., or in all 32,861,172/. 
These charges therefore convert the calculated surplus 
of 24,839,433/. on the ordinary account into an actual 
deficit of 8,021,739/. 

Against this deficit, however, may be set the sur- 
plus amounting to 2,021,309/., which has in the same 
period accrued to the local governments, so that the 
ultimate deficiency on the Imperial and Provincial 
accounts together is only 6,000,430/. This has been 
the result not only after meeting the very large direct 
expenditure before stated (32,861,172/.) for famine and 
war, but after losing about 2,000,000/. in land revenue 
in the Madras presidency, and after being subjected to 
the vast loss by exchange, which has amounted in the 
last six years to 12,000,000/. Thus the annual revenues 
have been nearly sufficient to cover all these great and 
exceptional charges, and if there had been neither 
famine nor war the accumulated surplus of the twelve 
years would have not been far from 30,000,000/. 

A careful examination made in 1877 into the con- 
dition of the finances, based on the accounts of the pre- 
ceding seven years, satisfied the Government that, 
applying the strictest tests, the income and expenditure 
of the State might, with one reservation, be then con- 
sidered, for practical purposes, to be in a condition of 
equilibrium. This reservation was a serious one. It 
was that there was no sufficient surplus of income over 
expenditure to meet the obligation caused by the 
periodical occurrence of famine. The Government 
thought it necessary, therefore, to improve the financial 
position by 1,500,000/. a year on account of famine 
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liabilities alone ; and, in addition to this, to provide a 
margin on the annual estimates 'of about 500,000/. to 
meet unforeseen contingencies. The measures conse- 
quently taken will be described further on. There 
can now be no question not only that the improvement 
aimed at in 1877-78 has been secured, but that Iildia 
now possesses an annual surplus greatly excee'fling the 
normal surplus of 2,000,000/. then declared to be 
necessary. Apart from the expenditure on the Afghan 
war, there was a surplus on the ordinary account of 
2,710,465/. in 1878-79 ; of 4,917,525/. in 4879-80 ; 
and of 5,075,893/. in 1880-81. 

In fact, the annual revenues have not only been suffi- 
cient to meet the whole cost of famine relief, which pro- 
perly falls among the ordinary charges, but also to cover 
a very large part of the cost of the war. As, however, 
most of the famine expenditure was actually incurred 
before the commencement of the last period of four 
years, and as the greater part of the improvement of 
the revenues has taken place within this same pqriod, it 
is more correct to say that the greater part of the 
money spent on the war has been provided from the 
revenues, and that a portion of the famine charges was 
met by borrowing. • • 

The average annual charge on account of famine, if 
distributed over the twelve years, would be 1,232,400/., 
or rather less than the sum of 1,500,000/., which the 
Government of India estimated to be the average bur- 
den for which provision must be made. It may 
reasonably be hoped that even if future seasons should 
be as adverse as they have been in tlie past, yet the 
constant improvement in the means of irrigation and of 
transport will greatly facilitate the relief of distress and 
may reduce its cost. We may also fairly hope that 
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war expenditure on anything like the scale of that which 
we have lately- had to meet is not likely to recur for 
some years at least. 

I know of one aigument only which may be held 
to support the opinion that these conclusions convey 
tod favourable an impression of the state of the Indian 
finances) but whatever weight may be attached to it 
affects the past and not the present or the future. The 
policy under which it has been determined to borrow 
money for the construction of productive public works 
will be fully discussed further on. It is sufficient in 
this place to notice that the rule has ultimately been 
adopted of constructing by this means no works but 
those in regard to which there is a reasonable cer- 
tainty of their earning, within a moderate period of 
time, an equivalent to the interest on the capital in- 
vested in them. 

Although, speaking generally, the policy followed 
has been, as will be shown, in the highest degree success- 
ful, sonje of the works constructed with borrowed money 
do not fulfil the conditions now prescribed for produc- 
tive public works. In several cases, some years ago, 
it was determined to undertake great works required 
for political of military reasons, the cost of which could 
not be met from ordinary revenues. It might be held, 
therefore, that the exclusion from the ordinary expendi- 
ture of the cost of these works, from which a net 
return is not now obtained equal to the interest on 
the capital invested in them, has benefited the account 
ia a manner which is misleading. But these works 
already yield a considerable and an increasing revenue, 
and their construction can hardly be treated as an 
ordinary incident of the administration. If they had 
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not been undertaken with borrowed funds, they would 
have been constructed very slowfy, if at all. 

There would be no advantage in now discussing the 
hypothetical question of the amount of advantage 
which has accrued to the current revenues in conse- 
quence of the exclusion of the cost of these works from 
the ordinary account. If an extreme view be taken, 
and we say that no part of this partially profitable 
expenditure ought to have been so excluded, the finan- 
cial results of the period under review would no doubt 
appear less satisfactory than those shown by the 
figures given above. Thus, to give one illustration, 
there was in the year 1876-77, apart from expenditure 
on famine relief, and after making the other correc- 
tions which have been described, a small deficit of 
37,847/. But in that year 1,457,881/. was spent on 
worlcs not strictly answering to the present technical 
definition of productive, and if this sum had been in- 
cluded in the ordinary account there would have been 
a deficit of 1,495,228/. 

It is needless, however, further to discuss’ this 
matter, which is wholly of a speculative nature, nor 
would it be possible to estimate the correction which 
might be made on this account. The Important fact 
is that such causes of disturbance have now almost 
entirely ceased, nor is there any probability of their re- 
currence. 

I have thought it right thus to state the case, 
in order to guard against the suspicion of exaggera- 
tion. But it win probably be conceded that the safest 
course is to take the figures exactly as we find them, 
without «ny reservations whatever, the result, as before 
stated, being this, that while the net annual expend!- 
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tiire has increased, during the last twelve years, by 
1,916,770?;, theinet animal revenue has increased, during 
the same period, by 7,055,824?., and therefore that the 
financial position was better by 5,139,054?. in 1880—81 
than it was in 1869—70. 

Although the whole improvement has taken place 
during the last part of this period, for which the Go- 
vernment of Lord Lytton was responsible, I am far from 
wishing it to be inferred that I attribute this immense 
im provement in the financial condition of India.to better 
administration in the last few years, for its main cause 
has undoubtedly been the rapid increase in the wealth 
and general prosperity of the country, which, -with 
favourable seasons and other beneficial influences, has 
rapidly recovered from the efiects of the preceding 
period of drought and depression. 

Excluding the charges for War and Famine, the 
surpluses for the last two years, as shown on the 
accounts, have ■ been for 1879-80 5,021,515?., and for 
1880-81 (regular estimate) 5,123,174?. The figures of 
the Budget estimate for 1881-82, if treated on the 
same principles as those followed in the accounts of 
those years, would give a surplus of 2,355,000?. But 
to compare- this last amount with the corresponding 
figures of former years it is necessary to add 1,500,000?., 
the sum by which the opium revenue has been in- 
tentionally under-estimated ( see paragraph 77 of 
Financial Statement for 1881-82), and the surplus 
shown on the accounts when thus increased would 
therefore stand at 3,855,000?. As certain restric- 
tions were placed on the Provincial expenditure in 
the years 1879-80 and 1880-81, the normal sur- 
plus in those years would be somewhat less than 
the sums shown on the accounts, and the general 
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result therefore is that the figures for the three yeays 
are fairly concordant, and thaf the present normal 
surplus, in excess of obligatory expenditure, excluding 
War and Famine, stands at somewhat above 4,000,000i. 

In 1877-78 it was decided, as already noticed, and 
as will be more fully explained hereafter, that to cover 
liabilities for famine, provision ought to be made lor 
virtually reducing the pubhc debt by 1,500,000/. a 
year, and that a further margin of 500,000/. should 
also be provided to meet unforeseen contingencies ; 
2,000,000/. a year has thus to be reserved* for these 
purposes from the surplus of 4,000,000/. There re- 
mains, therefore, at the present time, after providing 
for famine and all other liabilities, excepting always any 
further possible charge under Loss by Exchange, an 
available surplus of at least 2,000,000/. It may be 
hoped that this will be increased by the reduction of 
the military charges, and if a remedy be applied to the 
exchange difficulty, the surplus may be expected to 
become still larger. , 

It is evident therefore that the Government of India 
enters upon the future with ample resources, though it 
is fully recognised that there are possible causes of 
financial disturbance. No remedy may *be* applied to 
th'* difficulty regarding exchange, and the loss instead 
of diminishing may increase. Also, although no branch 
of the revenue now is more steady and seems less pre- 
carious than that derived from opium, there may be 
room for some anxiety about its future. But the 
financial position of India is now so satisfactory and so 
promising that it has become possible, for the first 
time in the late history of British India, to contemplate 
without anxiety all probable contingencies of the 
future ; and I trust that this prosperity will enable the 
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(government of India to give relief to the people from 
those taxes which pr^ss to some extent on the springs 
of industry and on the poor, and to complete the great 
fiscal reforms Avhich have been commenced. 

If I am asked why, four years ago, I advised the 
Government of India to impose fresh burdens upon the 
country to enable it to meet its obligations on account 
of famine, and whether, as a fact, sufficient provision for 
that object would not have been made without any new 
taxation, I reply that the subsequent progress of the 
revenue has undoubtedly rendered the proceeds of that 
taxation financially superfluous. But the condition of 
the finances, four years ago, when the taxes in question 
were imposed, was very difierent from what it now is, 
and it was then impossible to predict that the revenue 
would improve with such extraordinary rapidity. More- 
over, I consider that even if this improvement could 
have been foreseen, much of the new taxation would 
have been necessary and right, Ixjcause a more equitable 
distribution of the public burdens was then, as now, 
urgently required. That taxation, with some small ex- 
ception perhaps, ought not only to be maintained but 
extended, because it falls on the comparatively rich and 
not on the pbor. Wlien the. time comes, and in my 
opinion it has come already, for reducing taxation in 
India, it is not with the taxes imposed in 1877 and 
1878 that we should begin, but with taxes like those 
on salt and on clothing, which add to the cost of the 
necessaries of life, or which fall on the materials of 
industry. These are matters to wliich I shall return 
hereafter. 
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CHAPTER VI. 


THE HOME CHARGES. 

THE HOME TREASURY HOW REPLENISHED — THE DISBURSEMENTS "^CLASSIFIED 
•—interest* on DEBT— charges FOR CIVIL ADMINISTRATION— ARMY- 
NON-EFFECTIVE — EFFBCIIVB — STORES— GUARANTEED RAILWAYS — GENERAL 
‘RESULTS — INCREASE HOW ACCOUNTED FOR — LARGELY DUE TO RAILW'AY 
TRANSACTIONS — SECRETARY OF STATE’S BILLS— THEIR AMOUNT — MEANS 
OF REDUCING THE HOME CHARGES— REDUUri ON OF DEBT— TRANSFORMA- 
TION OF STERLING INTO RUPEE LIABILITIES —SUMMARY OF CONCLUSIONS. 

Although the review that has been given of the past 
and present expenditure of India includes the whole 
of the Home charges, the special interest attaching 
to this part of the public outlay will justify a more 
detailedr examination into its character and amount. 

4 

Besides a natural and reasonable jealousy in regard 
to the application of the revenues of India outside 
the country, a strong additional argument for the 
reduction cff Such outlay to a minimum has of late 
years been supplied, by the heavy charges brought on 
the revenues through the Loss by Exchange on the 
remittances made from India to supply the Home trea- 
sury. To this loss reference has already been made, 
and it will call for further separate discussion. 

- Besides the remittances obtained by the sale of the 
Secretary of State’s Bills on India, the ordinary receipts 
of the Home treasury include repayments of 'advances 
made in India on account of the British Government ; 
miscellaneous receipts of comparatively small import- 
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Rnce ; large deposits of the capjtal funds of the gua- 
ranteed railway companies ; and lastly Aoney borrowed 
in England. 

Excluding from consideration transactions which 
arise from the discharge of debt accompanied by simul- 
taneous re-borrowing, and from the similar disburse- 
ments and receipts consequent on the discharge and 
renewal of railway debentures, the total amount of the 
home disbursements has since 1868-69 never fallen 
below 15*,500,000Z., and has often exceeded 17,000,000/. 

For the purpose of the present discussion,*it is neces- 
sary to consider not only the final charges against the 
revenues of the several years, technically spoken of as 
‘expenditure,’ but also all other payments for which 
provision has to be made by the Secretary of State. 
In t|jis view the disbursements may conveniently be 
grouped as follows: 1. Interest on Debt; 2. Charges 
for the Civil Administration; 3. Army; 4. Stores; 5. 
Guaranteed Railways and Madras Irrigation Company. 

The charge under ‘Interest on Debt’ has risen .from 
about 2,209,000/. in 1869-70 to 2,685,000/. in 1880-81, 
a result which apart from its causes is very satisfactory, 
considering that the sterling debt, on which interest is 
payable in London, excluding that due to tKe purchase 
oi the East Indian Railway, has meanwhile increased by 
not less than 26,500,000/. The whole question of debt 
will be discussed hereafter ; in this place the only points 
that arise are the direct consequences involved in the 
shape of interest charge. 

The charges under ‘ Civil Administration,’ which 
represent the payments for all services in all the civil 
departments, have increased during the same period, 
excluding certain exceptional payments for Public 
Works, from about 2,800,000/. to 3,300,000/. The cost 
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of the ‘India Office’ has remained steadily at about 
220, 000^. The teharge for ‘ Furlough Allowances ’ of all 
civil departments is now about 300,000/. ; before 1873-7 4 
it did not exceed 180,000/., but the increase is apparent 
rather than real, being chiefly due to the inclusion of 
the allowances of military officers in civil employ, which 
had previously been shown under ‘ Army.’ The charge 
for ‘ Superannuation and Pensions ’ of all sorts paid in 
England has grown from 1,000,000/. to 1,400,000/. ; 
it is under this head that nearly the whole increase 
under ‘ Civil Administration ’ has occurred, and it has 
been due to the gradual increase of the European esta- 
blishments in India. The outlay for miscellaneous ser- 
vices connected witli ‘Indian Departments’ has fallen 
from 500,000/. to 360,000/. The charges under ‘Public 
Works,’ include some large payments for the puvchase 
of the Calcutta and South-Eastern Kailway, and the 
Orissa Irrigation Works, but apart from these, and 
without the cost of stores, which is separately shown, 
the .outlay under this head only amounts to about 
40,000/., chiefly for Cooper’s Hill college (which, how- 
ever, shows a set-ofi* of about 17,000/. income), and 
the special staff for the provision and inspection of 
stores for the State Eailways. 

Certain charges have been shown in the statements 
in the Appendix under the head ‘ Civil Administration ’ 
which in the published accounts appear as ‘Remit- 
tances.’ They are payments made in England, either 
in consideration of sums paid into the public treasuries 
in India, or for services the accounts of which are kept 
and settled by transfer payments in India. The chief 
heads are ‘ Postage ’ due by India to England, T00,000/. ; 
‘ Family Remittances,’ allowed under a long-established 
custom to officers and men in the army, varying from 
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about 400,000Z. to 700,000/. ; and ‘ Miscellaneous ’ 
amounting to about 200,000/., of which more than 
half is usually the price of stores ultimately paid for 
in India from local funds. The aggregate of the 
‘Eemittance’ heads is about 1,000,000/., and has not 
varied much. 

The next main head, ‘ Army,’ shows an 'increase 
from 2,627,000/. in 1869-70 to 3,416,000/. in 1880-81, 
excluding stores ; or, including stores, the amounts 
would btf 3,505,000/. and 4,200,000/. 

Separating the army charges into ‘ Effeetive ’ and 
‘ Non-effective,’ it is found that there has been since 
1869-70 a small reduction under the former head, with 
an increase of rather more than a million under the 
latter. This increase is, to the extent of 600,000/., due 
to payments in the shape of pensions, or their capitalised 
value, to the officers of the old Indian army to induce 
+he supeniumerary field officers to retire ; the remam- 
ing 400,000/. arises from the charges for retired pay 
and pensions of the British troops that have served in 
India. 

Under ‘ Effective ’ the ‘ Furlough Allowances ’ 
have stood at about 200,000/. since 1873-74, when the 
allowances to officers in civil employ wfere* transferred 
Lo the Civil head, and they do not exhibit any tendency 
to grow. The charges under ‘ Pay,’ being the con- 
tribution for the British troops, were at a minimum in 
1875-76, standing at 474,000/., since which they have 
risen to about 750,000/. The payments for some 
years past, however, have been made without any fixed 
principle of apportionment between India and England, 
and littte more can be said on the subject than that it 
is not probable that the settlement when made wiU lead 
to a reduction of this element of charge. The charges 
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under ‘ Transport ’ have remained without much varia- 
tion between S00,00()/. and 3o0,000Z. The large in- 
crease under ‘Stores’ (military) between 1874 and 
1878, averaging about 250,000/. yearly in excess of the 
preceding four years, was due to the cost of the new 
arms and ordnance supplied to India during those 
years, and this head of charge has again fallen to its 
former rate. The Afghan war has not led to any 
material addition under these heads, the charges falling 
almost entirely on the Indian accounts. 

The fourth head, ‘Stores,’ has been dealt with 
in the aggregate, in order to show clearly the magni- 
tude and nature of the transactions it embraces. The 
charge is of necessity hable to vary greatly, and has 
increased from about 1,500,000/. as it stood in 1869 
-70 to 2,600,000/. in those years in which the sjipply 
of railway materials has been on a large scale. Ex- 
cluding this last class of stores, there has been a decided 
tendency to diminish the outlay under this head, a 

result /-o a considerable extent due to the constant 
* 

efforts of the Government to prevent demands being 
made on England for stores which can be procured in 
India, The details of the outlay under the chief 
departmental heads will be seen in the Appendix, on 
which a few comments may be useful. The reduc- 
tion under ‘ Army Commissariat ’ is largely due to the 
consumption of beer brewed in India in place of 
imported English beer. Under ‘ Marine ’ the charges 
are chiefly for coals and for vessels of various descrip- 
tions required for service in Indian waters. Under 
‘ Stationery ’ are included printing materials. The 
growth of the charge under this head is considerable, 
and is probably unavoidable. Under ‘Stamps,’ the 
increased use of stamps for fiscal purposes accounts 
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for the growth of the outlay, there are obvious 
advantages of economy and security^ itt(fenducting their 
manufacture in England. Under ‘ Miscellaneous ’ is 
included the cost of postage stamps, envelopes, and 
cards, all of which have to be procured in England. 
Under ‘ Public Works ’ the largest outlay was in 
1880-81, when it rose to 1,266,000Z., chiefly for rail- 
way materials ; in the three previous years the charge 
had slightly exceeded one million, and the average for 
fourteen years has been about 700,000^. 

The last main head of the Home charges, that of 
‘ Guaranteed Eailways,’ is a most important one. The 
first entry under it is ‘ Interest.’ The charge under 
this head has risen steadily from 4,138,000/. in 1869-70 
to 4,787,000/.' in 1879-80, the capital under guarantee 
haviryr increased in the same time from 86,500,000/. 
to 98,000,000/. The next item of railway charge is the 
-mpply of funds to the companies for their English 
expenditure, whether for capital or revenue account. 
This outlay is met from the corresponding deports of 
capital. In the earlier years of railway construction 
these deposits, which included the whole paid-up 
capital of the companies, largely exceeded the sums 
required for expenditure in England, and Ihe surplus 
was available for supplying the Home treasury ; funds 
were advanced for the railway expenditure in India by 
the Government there, and a corresponding amount 
was treated as a remittance from the funds in England. 
During the years between 1868 and 1874 there 
remained a floating surplus balance of railway capital 
in the hands of the Government amounting to rather 
more than 3,000,000/. ; since that time the drawings 

^ These charges include, in both cases, a sum of 50,000/. yearly, guaran- 
teed interest, paid to the Madras Irrigation Company. 
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have exceeded the deposits, and the average yearly 
balance is now«not more than 750,000/. Previous to 
1865 the balances of capital, after meeting the demands 
of the companies, sufficed to meet the charge for 
guaranteed interest, which had not then exceeded about 
2,500,000/. yearly. The subsequent rapid growth of 
the interest and the gradual falling off in the balances 
led to a great change, and since 1869-70 there has 
been a large permanent excess of the aggregate dis- 
bursements on account of the capital and* revenue 
expenditure in England, and of the guaranteed interest, 
over the receipts on account of guaranteed railways. 
Since 1874-75 the withdrawals from the Home trea- 
sury for the capital and revenue accounts, irrespective 
of interest, have always been in excess of the deposits, 
so that the old position is now entirely inverted, and 
the Secretary of State, instead of being reheved of a 
considerable part of his Uabilities by help of the 
railway transactions, is now charged by reason of them 
with a^. considerable sum, varying from 500,000/. to 
1,500,000/. yearly, in addition to the largely increased 
payments for guaranteed interest, which now amount 
to 4,750,000/. Tlie combined charge for interest and 
capital and r’evenue purposes, in excess of all receipts 
from the companies, has in this way grown from about 
2,250,000/. in 1869-70 to about 5,500,000/. at the 
present time ; and thus the burden caused by the 
guaranteed railways is now about one-half of the whole 
charge for administrative purposes, or one-third of the 
entire home disbursements. 

The general result of this discussion is to show 
that the total outlay classed as administrative (excluding 
certain exceptional payments for public works) has 
risen from 9,000,000/. in 1869-70 to 10,450,000/. in 
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1880-81. The increase of 1,460^000^. is accounted fjr 
as follows : — • 

£ 


Interest on debt , 

more 

600,000 

Civil — superannuations . 

>> • 

600,000 

Army — ^non-effective 

j) • 

800,000 

Stores 

less 

350fi00 


Total 

. £1,460,000 


Excluding the cost of railway stores, the total 
administrative charge remained, with very small 
variation* a little above 9,000,000/. (9,150,000/.) from 
1869-70 to 1875-76. From the last-named year to 

1880- 81 the charge has varied between 10,000,000/. 
and 10,500,000/. (average 10,300,000/.). 

These figures indicate a careful management of the 
details of the administrative expenditure, and leave 
no possible doubt that the chief cause of the large in- 
crease of the home charges in recent years has been 
‘he guaranteed railway habilities. The combined rail- 
way requirements, which in 1868-69 left a surplus of 
railway capital in the Home treasury amounting to 
194,000/., led in the next year to a net charge of 
2,241,000/., and this has gradually increased till in 

1881- 82 the charge had become 5,603,000/. 

Altogether, therefore, comparing the* first and last 

years of the series, the demands to be met by the Home 
treasury are greater in the last year by 5,000,000/. ; 
of this one-fourth is due to actual increase of admin- 
istrative expenditure, and three-fourths to liabilities 
caused by the guaranteed railways, which, however, 
do not involve ultimate increased charge on the re- 
venues of India, but only increased disbursements in 
England.* 

The sources from which the Home treasury has been 
supplied have next to be examined. The years 1867, 
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1B68, and 1869 were rendered abnormal by large re- 
payments of advances on account of the Abyssinian 
war. These repayments led to a reduction of the 
amount of the Secretary of State’s Bills, which had, 
-since 1861, averaged about 6,000,000Z. yearly. After 
1869-70, when the Bills were about 7,000,000^., they 
were gradually increased in amount, till 1872-73, when 
they were about 14,000,000/. The financial pressure 
caused by the heavy famine expenditure in 1873-74 and 
subsequent years, and by the gi*eat loss by exchange, led 
to a considerable contraction of the Bills after that year, 
and, as a consequence, to the necessity for suj^plementing 
the Secretary of State’s funds by borrowing in London. 
In 1878-79 the sale of Bills was again pressed to the 
full extent thought practicable ; tliey then yielded about 
15,500,000/, and they have since been kept at about the 
same amount. 

From these causes hardly a single year has passed 
since 1869-70 without considerable additions to the 
sterh’ng debt, the aggregate increase to the end of 
1880-81 (excluding that caused by the purchase of the 
East India Eailway) being rather less than 26,000,000/. 
net, of which about half was incurred before 1875-76. 
The miscellaneous receipts hardly amount on the average 
to 500,000/. a year, and, as already shown, the rail- 
way capital has altogether ceased to be a source of 
supply. 

It is apparent from these facts that the normal 
yearly charge to be met by the Home treasury cannot 
at the present time be. reckoned at a smaller sum 
than 17,500,000/. or 18,000,000/., without making any 
allowance for extraordinary demands, or providing for 
the discharge of debt. Further, since the miscellaneous 
receipts, including railway capital, cannot now be 
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reckoned to produce more than one-half or three-quar- 
ters of a million, it is obvious that unless the full 
amount to meet the home disbursements be obtained 
by the sale of Bills on India the necessary result will 
be an addition to the home debt to make good the defi- 
ciency, with a still further increase to the permanent 
home charges. 

It wiU likewise be readily perceived that there are only 
two directions in which any really important reduction 
of the amount of these home charges can be sought — 
first, through diminishing the charge for interest on 
debt, and second, through obtaining relief in some 
way from the obligations arising from the guaranteed 
I’ailways. 

As to the interest charges, such rehef as has hitherto 
been obtained has rather been by the reduction of the 
rate of interest on the caintal of the debt, than by any 
actual discharge of the debt itself. In the present 
condition of the currency of India, which virtually 
precludes bullion remittances from that country, gnd of 
the exchange with England, which is essentially depen- 
dent on the varying value of silver in the London 
market, it would manifestly be extremely difficult, if 
not impossible, to make any sensible impi^ssion on the 
home debt, by remitting surplus revenue from India 
for its discharge. The addition of even 2,000,000h or 
3,000, 000/. yearly to the sum to be remitted through 
the sale of the Secretary of State’s Bills would at present 
be an operation of very questionable expediency. Any 
pressure on the exchanges would be viewed with great 
alarm by the commercial community, and in present 
circumstances could hardly be justified. Nor is it pro- 
bable that the operation could be carried out on a 
acale to give results commensurate with the risk and 
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^scontent that would attend it. It is plain that with 
interest at 4 per cent, the remittance of 2,500,000/. 
yearly would only serve to extinguish 100,000/. of the 
home charges ; operations such as this would aggravate 
the evil they were designed to mitigate, and instead of 
giving relief would add to the practical difficulties of 
the situation. 

If, then, the home debt is to be reduced, it must be 
accomplished otherwise. The recent announcement that 
it is the intention of the Secretary of State to apply 
the sum received from England as a contribution to the 
cost of the Afghan war, to the extinction of sterling 
debt, is no doubt a right step ; but the two iniUions first 
given as a loan have already been disposed of, and the 
rest of the grant will be spread over so many years, that 
the practical effect produced wiU be insignificant. 

The extent to which the Secretary of State*s Bills 
could be increased in amount without bad results de- 
pends mainly on the condition of the trade of India, and 
the lyibject cannot be conveniently discussed in this 
place. But it may be affirmed, without risk of con- 
tradiction, that so long as the currency of India remains 
as it now is, in relation to the currency of England 
and conthieiltal nations, no reduction of the sterling 
debt can be hoped for through remittances by the 
Secretary of State’s Bills, in the face of the risk of still 
further forcing down the Exchanges, and of the cer- 
tain additional burden which would be thrown on the 
revenues of India by such transactions. 

Nor indeed is it likely that in any future improved 
condition of the Exchanges it would be expedient to 
adopt this means of providing for the extinction of the 
sterling debt. There seems no room for doubt that in 
the event of the Exchanges assuming a character of 
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tolerable stability, the best, if noj the only practicable, 
method of dealing with the matter would be to raise the 
money required to discharge sterling debt by the sale 
in Europe of Eupee securities ; to operate in short by 
transforming the sterling into Eupee debt, and then to 
carry out in India and not in England all possible niea- 
sures for the reduction of the debt. The Eupee paper 
enfaced for the issue in London of interest BiUs payable 
in India now amounts to nearly 20,000,000/., having 
increase(J since 1874 from 14,000,000/. It is probable 
that by extending the issue of debentures or stock with 
attached coupons, an amount of Eupee securities could 
without difficulty be placed on the European market 
sufficient to replace the whole of the sterling debt 
likely to be redeemable for many years to come. Such 
coupons would form a convenient means of remit- 
tance in place of that portion of the Secretary of State’s 
Bills which would be set free by the discharge of the 
sterling debt, and by the consequent cessation of the 
payment of interest upon it. ^ 

It would, however, be difficult to carry out opera- 
tions such as these with success, unless some fundamental 
change takes place in the relations of the currencies of 
India and England, and in some way or* other a com- 
mon standard of value be established between the two 
countries, which shall insure fair stability in the ex- 
changes. It would be out of place here to dwell more 
on this aspect of the subject. But it is desirable to 
direct attention to the great importance to India of 
enabling her to establish a free and unrestricted market 
in Europe for her securities, so that she may be in a 
position to obtain in the future the aid of European 
capitalists without incurring the objectionable liability 
of having to discharge her debts in a currency other 
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than her own. There is co reason why India shoidd 
not acquire this position, and when she does so there 
will be an end, once for aU, to the ever-recurring diffi- 
culties which now attend the financial operations of the 
Secretary of State in London. 

’ That rehef must in some shape be obtained from 
the cofistantly growing burden placed on the Home 
treasury by the Guaranteed Railways is a truth so 
obvious, and of such urgency, that it is surprising how 
little attention has been paid to it. The obligations 
which th® Secretary of State has incurred towards the 
companies must no doubt be faithfully discharged in 
every particular, but so far as this condition will admit, 
every possible step should be taken, not only J;o prevent 
the further accretion of sterling liabilities, but to trans- 
form those that exist into Rupee charges to be paid in 
India. 

It must of course be recognised that there are likely 
to be difficulties in accomplishing either of these results, 
and in any case it must be a work of time before the 
Secretary of State, consistently with the terms of the 
contracts with the companies, can acquire the powers 
without which no remedy could be efiectually applied. 
It may probably happen in dealing with the Railways, 
as with the sterling debt, that the transformation of the 
existing sterling payments in London into Rupee pay- 
ments in India, will not be possible without some addi- 
tion to the immediate charge. But the difficulty to be 
overcome does not to any important degree consist in 
the actual amount of the burden on the revenues of 
India. It lies essentially in the form of the charge, 
and in the extreme inconvenience of its incetsant and 
insidious growth. In the nature of the case the rail- 
way capital must continue to expand, and, so long as a 
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guarantee of interest continues, tlie charge for interest 
must expand also. The actuaf growth of capital 
has not hitherto been such as would justify a complaint 
that it has been excessive, and its further growth at a 
somewhat similar rate cannot be avoided. It is essen- 
tial, therefore, that protection should be afforded to Che 
Home treasury against the increase of disbufsements 
which, however necessary in some form, may certainly 
be otherwise met, and this protection will be well worth 
whatever, additional charge may be necessary in trans- 
ferring the payment from England to India. • 

In what has gone before, all questions as to the 
policy which has given rise to the various elements of 
the home charges have been intentionally set aside as 
appertaining to a set of ideas different from those before 
us. It has been simply assumed that certain charges 
have fo be met, and their nature and incidence have 
been examined and explained. There are, however, a 
few points to which attention may properly be drawn. 

First may be noticed the comparatively moderate 
and stationary charge for the India Office establish- 
ments ; it amounts to about per cent, on the net 
home disbursements, while the total charge for admin- 
istration in the combined home and Indian accounts is 
about 2^ per cent, on the total expenditure. Next 
may be observed the growth of the charges under civil 
superannuations and pensions ; this indicates the finan- 
cial consequences of the expansion of the European 
administrative staff in India, a subject which on other 
grounds has of late years most propeily received in- 
creased attention, and which manifestly demands 
cautious ^procedure in the future. Another marked 
feature is the heavy cost of the changes of military 
system ; these have involved a large increase in the 

G 
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non-effective charges of the army, through the necessity 
for getting rid of the superfluous officers of the old locsd 
army, and the great expense which has followed the in- 
troduction of the short service system of the British 
army. However important may have been the increase 
of" efficiency consequent on this change, the necessity 
is none the less but the more urgent for adopting every 
reasonable measure for reducing the cost of the army, 
and for removing all elements of charge which are not 
directly conducive to efficiency, but are relics of a con- 
dition of things belonging to the past. 

The transactions under the head of ‘ Stores ’ show 
that apart from the requirements of the railways, the 
outlay has a tendency rather to diminish than to 
increase. There is every reason to beheve that the 
cost of agency, including all contingent charges, but 
little exceeds 2 per cent., and is considerably less than 
would be incurred if the purchases were arranged 
through private trade in India. The quality of the 
supphes is decidedly better than could at present 
be ensured under any other system, and notwith- 
standing occasional shortcomings, many serious causes 
of failure and loss are avoided, the risk of which would 
indeed in .some cases render reliance on ordinary trade 
impossible. 

At the same time it is indisputable that every pos- 
sible encouragement should be given to extending the 
local supply of stores for Government purposes, whether 
produced in India or obtained from England, in sub- 
stitution for the present system of supply through the 
India office. With this object it may even be expedient 
for the present to pay a somewhat higher, price for 
articles locally supplied. The correct rules would seem 
to be, that purchases should always be made locally 
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when suitable articles, at reasonable prices, can J)e 
obtained in the local market; and th«,t no payments 
should be made till after delivery and approval of the 
supply. Stores which must be manufactured under 
inspection in England should be procured through the 
India Office. These principles have been accepted*by 
the Government, though their practical application is 
still incomplete. 

The Guaranteed Eailway charges show the results 
of a policy which, while its benefits to India have been 
extremely great, has placed a burden on the borne finan- 
cial administration of India that could hardly have been 
anticipated ; the true character of which has too long 
been overlooked, and which now demands earnest and 
immediate attention. There is no reason to think that 
insurmountable difficulties would arise in dealing with 
this ihatter, but its gravity increases year by year, and 
the importance of removing or alleviating this con- 
stantly grooving burden cannot be exaggerated. 

It may also be noticed that the growth of the 
Home debt has fortunately not been accompanied by 
corresponding growtli of the interest charge. Induc- 
tions in the rate of interest have secured this result ; 
it has been the more acceptable as it "was obtained 
daring the period in which India lay under the load 
of an enormous expenditure for famine relief, and in 
which a disturbance of the gold value of her currency 
increased in a few years the annual expenditure by 
sums varying from 2,000,000/. to nearly 3,000,000/. 
sterling, without securing any increased advantage to 
the State. Though the actual results of the large addi- 
tion to the debt, which has taken place since 1869-70, 
are less serious than might have been anticipated, the 
fact must be steadily borne in mind that there are many 
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gi;eat difficulties in the^ way of redeeming debt incurred 
in England ; tho lessons of the past should be read as 
inculcating the importance of avoiding all borrowing in 
sterling, unless as an inevitable necessity, and of meeting 
the home requirements of every year as they arise by 
tlie' sale of Bills on India, or (when borrowing is un- 
avoidable) of Kupee securities, the payment of interest 
on which would be made in India. 

Lastly, the important fact must be remembered, 
that although the Loss by exchange appears in the 
public acoounts as a Kupee payment in India, it is in 
reality a contingency of the Home expenditure, and 
might not improperly be regarded as an addition to 
those charges. The average amount of this item for 
the last two years has been about 2,750,000/., and if 
distributed proportionally it would lead to the following 
additions to the main heads of the Home expenditure : — 


£ 

To interest on debt • 400,000 

„ administration . 1,250,000 

,, guaranteed railways . 900,000 

„ productive public works 200,000 


This subject will be more fully considered in a sub 
sequent chapter. 



Abstkact of the Home Keceipts and Disbcbsements from 1869 to 1881. 



Total disburaements . 12,744,000 16,810,000 16,673,000 12,414,000 




























CHAPTEE VII. 

PRODUCTIVE PUBLIC WORKS. 

EXPENDITUBE PUBLIC WORKS BEFORE lBC7~6o — BORROWIEO AUTHORISED 
IK 18(34 TO CARRY ON IRRIGATION WORKS— EXTRAORDINARY PUBLIC 
WORKS — EXTENSION OP SYSTEM IN 1870 TO RAILWAYS— PRINCIPLES 
ADOPTED AND PRECAUTIONS TAKEN — FORECASTS OP EXPENDITURE- 
CHANGES OF SYSTEM SUBSEQUENTLY INTRODUCED — PRODUCTIVE PUBLIC 
WORKS — POLICY CONSIDERED BY COMMITTEE OF THE HOUSE OF COMMONS 
AND CONCLUSIONS ADOPTED— COMPARISON OP ACTUAL RESULTS WITH 
FORECASTS— GREAT IMPROVEMENT IN FINANCIAL POSITION DUE TO SUCCESS 
OF WORKS— PRACTICAL UTILITY AND VALUE OF WORKS— GUABftkNTBBD 
AND STATE RAILWAYS — IRRIGATION WORKS— THEIR PRESENT POSITION 
AND PROSPECTS— GENERAL CONCLUSIONS — COMPLETE SUCCESS OF THE 
POLICY, 

The pplicy pursued by the Government of India during 
the last twenty-five years in respect of Public Works 
has had so important an effect on the expenditure and 
revenues, as well as on the material prosperity of India, 
while the further progress of the country will depend 
so greatly on the pohcy that may be followed in the 
future, that some time and space may well be given 
to tracing its history, and discussing the lessons which 
that history should teach us. 

Before 1850 the expenditure on public works other 
than military and civil buildings had been very small, 
and the average yearly charge for the whole of India 
hardly exceeded 250,000/. The decision to under- 
take the construction of railways under a system of 
guarantee, which dates from about that time, indicated 
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that a more liberal policy had thqp begun to find favour, 
and the commencement of the Ganges ©anal, and other 
irrigation works in Madras and the Punjab, and of some 
important lines of road, gave further evidence of this fact. 
In 1854 the growing importance of this branch of the 
administration led to the constitution of a special Pu^c 
Works department under the Government of India, and 
the outlay shown under the head of Public Works in 
that year rose to nearly 2,000,000Z., exclusive of the 
capital spent on the railways under guarantee. 

The occurrences of 1857, while they for a time tended 
to suspend all progress, gave such manifest proof of the 
enormous utility of improved communications, that the 
systematic extension of roads in connection with the 
main lines of railway which were gradually coming into 
operation, was among the measures most earnestly taken 
up wlien the financial pressure caused by the Mutiny 
had subsided. For some years, however, the urgent 
necessity of providing barracks for the increased force 
of British troops took precedence of other demands, and 
eventually led to an outlay on so large a scale as to 
force on the Government the question of how the 
requisite funds could be provided for the numerous 
works of improvement, the pressing need*of»which was 
indisputable. 

In 1860-61 the Public Works expenditure had risen 
to 4,800,000/., and in 1865-66 to more than 5,000,000/., 
and it had become apparent that the ordinary revenues 
could not furnish funds for carrying out works of per- 
manent improvement on the scale that was felt to be 
desirable. The large outlay which was unavoidable in 
the years immediately following the Mutiny, for pro- 
viding temporary quarters for the European troops, 
was still further increased when the building of the 
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permanent barracks^ began ; an operation which is 
reckoned to have cost altogether between ten and 
twelve millions, of which one-half was estimated to have 
been spent before 1869. Under the pressure thus 
caused it was at one time contemplated to provide for 
the new barracks by borrowing, and though this idea 
was in form given up, the heavy deficits which marked 
the three years preceding 1869 made the actual result 
little diflerent from what it would have been if special 
loans for this purpose had been obtained. 

The severe famine of 1837-38 in Northern India, 
and the terrible destruction caused by it in many dis- 
tricts, afibrded signal proof of the value of irrigation 
canals in protecting the tracts through which they 
passed, and the importance of works of this class was 
strongly brought out as a means both of affording pro- 
tection to the country from the frightful results of 
widespread famine, and of adding permanently to the 
resources of the people and the State. Similar ex- 
perience obtained in -Madras in the scarcity of 18-53 
enforced these lessons, and they were again repeated in 
the North-Western Provinces in the severe drought of 
1859-60. After a discussion which extended over 
several years; the Secretary of State in 1864 at length 
accepted the conclusion that the Government should 
carry out all the irrigation works it could practically 
manage, and that when the surplus revenues and avail- 
able cash balances proved insufficient to supply the 
requisite funds, loans should be raised for the purpose. 
But before this decision was acted on, another extreme 
drought had fallen on the province of Orissa in Bengal, 
to be followed in the next year by a similar calamity 
in Northern India extending over a vast area, and once 
more affording practical proof of the efficacy of irriga- 
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tion canals in giving complete protection against t^e 
effects of drought to the country which Ahey water. 

Thus originated the policy of carrying out irrigation 
works, by direct State agency, with borrowed funds. 
The necessity for extending irrigation wherever it was 
practicable, as a protection against famine in districts 
liable to drought, which had been enforced by the sad 
and recurring experience of thirty years, was at last 
definitively accepted, and it was recognised, almost 
without ‘a dissentient voice, that the State must itself 
undertake the construction and management of the 
works, the agency of companies for such purposes being 
manifestly unsuitable in the actual condition and cir- 
cumstances of the Indian agricultural population. 

These conclusions first took a practical shape during 
the Government of Lord Lawrence, and in 1867-68 the 
supply of funds by borrowing for what were originally 
railed ‘ Extraordinary public works ’ commenced. The 
Government accepted as the basis of their action pro- 
posals put into a definite form by one of the authors 
of this work, then Colonel E. Strachey and Secretary 
in the Public Works department, and they were to the 
following effect. It was reckoned that the sum which 
the revenues could supply for these purposes would 
probably not exceed 500,000/, yearly, while it was 
estimated that the sum which could be beneficially 
spent during the next ten years on the extension of 
irrigation was not less than 30,000,000/., so that it 
would be necessary to borrow largely in order to carry 
out the scheme satisfactorily. It was proposed that 
the accounts of the expenditure on works so con- 
structed, should be kept separate fi:om those of works 
supplied with funds from the ordinary revenues. 
Though the aim was to protect the country from famine. 
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DP project was to be taken up which did not promise to 
be fairly remunerative in a reasonable time ; and it was 
calculated, from the data supplied by similar works, that 
the earnings would gradually overtake the expenses, 
and that before long the whole interest on the borrowed 
capital would be covered, any charge meanwhile being 
met from the general revenues. The essential considera- 
tions which were held to justify this policy were, that 
the works would really be worth the sum spent on them, 
that the financial risk was small, and one which the 
Government was bound to run for the sake of giving 
to the country the best possible protection against 
drought and famine, while the present charge until the 
works became remunerative w'as not likely to be in 
excess of what the revenues could bear without incon- 
venience, and would soon cease. 

The total expenditure on irrigation works* from 
borrowed money during the first five years amounted 
to about 3,300,000/., excluding a sum of about 
1,000,000/. paid to the Orissa Company on the 
transfer of their undertakings to the Government, a 
measure which the financial position of the company 
rendered unavoidable. For the next few years the 
grants were increased, and were somewhat in excess of 
1,000,000/. yearly, but they have again been reduced ; 
the whole outlay from borrowed funds to the end of 
1880-81 was about 12,500,000/., including the pur- 
chase of the Orissa works, so that the actual charge 
incurred during the first ten years has been much less 
than that originally contemplated. 

In 1869 it was proposed by Lord Lawrence to ex- 
tend the system thus introduced for irrigation works 
to the further development of railways. His conclusions 
to this eflect were recorded in a minute, dated January 



EXTENSION OF RAILWAYS. 


91 


9, 1869, which it is now no breach of official reserve 
to say was drafted by Colonel Strachey and accepted 
by Lord Lawrence without reservation. The plan 
sketched out in this paper was substantially adopted 
by the Secretary of State, and by Lord Mayo who 
succeeded Lord Lawrence as Governor-General, and 
in 1870 the first steps were taken to give it efiect. 
The principal motive in this case was the desire to ex- 
tend as widely as possible the great commercial benefits 
which railways were seen to confer on the country, 
their extreme importance in meeting the pressure of 
famine not having been yet clearly recognised. It 
was considered expedient, in the interests of economy, 
that new lines should, as a rule, be undertaken directly 
by the State, instead of by an extension of the old 
system of guarantee, the financial and other incon- 
veniences of which had been strongly felt; while 
.vithout a guarantee capitahsts would not come for- 
ward for the purpose. The outlay on railways has 
much exceeded that on irrigation works. In 1874-75 
the yearly expenditure had risen to about 3,000,000^., 
at which rate it remained until the reduction of the 
sum borrowed for Public Works was enforced under 
the orders issued by the Secretary of State* in 1879. 
The total outlay on State railways up to the end of 
1880-81 has been about 26,689,000^., including a sum 
of 675,000/. paid to the Calcutta and South-Eastern 
Railway Company, which surrendered its line under 
the provisions of its contract, as it did not pay its 
working expenses. 

When the Government of India entered on this 
policy, with the determination to provide such a system 
of irrigation and railways as the safety and progress 
of the country appeared imperatively to demand, it 
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distinctly recognised^ the fact that for a time at least 
some not inconsiderable burden would be placed on the 
revenues. It was held that in making financial provi- 
sion for these great works of material improvement 
consideration must be given to general rather than to 
particular results, and that so long as the aggregate 
net charge on their account, after taking credit for 
the income they earned, did not exceed a sum which 
the revenues could meet without inconvenience, it 
would not be an undue sacrifice on the part of the 
people of India to make, for some years, a contribution 
sufficient to secure the important objects in view, in 
the confident expectation that before long the growing 
income of the works would reduce tlie burden, if not 
extinguish it. The guaranteed railways were regarded 
as forming a portion of the general scheme of works, 
and the charges that had arisen, or were likely to arise 
on their account, were held to be undistinguishable in 
their financial character from those that might arise 
from the new works to be undertaken. It was known 
that for several previous years a net charge, varying 
from 1,500,000/. to 1,750,000/. had been met from the 
general revenues on account of the interest on guaran- 
teed railway' capital, and it was argued that a charge 
of some such amount could, without objection, be fur- 
ther continued for a limited period. 

It was, however, obvious that satisfactory results 
could not be secured in carrying out the policy, unless 
the general financial position was at the same time 
placed on a thoroughly sound basis, and a substantial 
surplus of ordinary income over expenditure main- 
tained. With this •view the expenditure on- ordinary 
public works was largely reduced, and chiefiy that 
on military works and buildings of all sorts, which 
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in 1868-69 had absorbed. 2,380,^00/. out of a totaji 
grant (excluding outlay from local funds), of 5,440,000/. 
Security was at the same time taken against the expan- 
sion of other branches of outlay by the adoption of 
the provincial financial system, the general scope of 
which has already been noticed, and which will be more 
fully discussed in a subsequent chapter. 

Further, to guard as far as possible against the 
risk of involving the finances in inconvenient or dan- 
gerous charges for interest on the money to be 
borrowed, the Government caused a forecast to be 
prepared, for some years in advance, of the irrigation 
and railway expenditure which it proposed to 
authorise. The estimate thus framed in 1873 em- 
braced the proposed outlay to 1878. For irrigation 
works an expenditure of 8,500,000/. was anticipated, 
and tMs, it was reckoned, would lead to the charge for 
’nterest in excess of net income gradually increasing 
from 38,760/. in the first year to 214,560/. in the last. 
For railways an annual outlay of 3,000,000/. was con- 
templated, to result in 2,125 miles of new lines to be 
opened by 1878, with an excess of interest charge over 
net income at the end of the period amounting to 
378,000/. It was estimated, however, that during the 
same interval the annual net charge for guaranteed 
interest would be reduced from 2,200,000/. as it stood 
in 1872-73 to 1,400,000/. in 1877-78, so that the 
general result would probably be a reduction of total 
charge of about 200,000/. 

The experience of the next two years led to a re- 
vision of this forecast, and in consequence of the actual 
result beipg more favourable than the anticipation, it 
was thought possible to increase the yearly expendi- 
ture of borrowed money to 4,000,000/., to be applied, 
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3,7OO,O0OZ. to railwa^^s, and 1,300,000/. to canals. The 
estimate thus modified in 1875, and extended to 1880, 
indicated a result not materially difiering from the 
former, and still showing a reduction of total charge 
at the end of the period embraced of about 200,000/. 
yearly. 

Such were the original plans for the extension of 
railways and irrigation works. But in carrying them 
out considerable modifications were by degrees intro- 
duced. The term ‘ extraordinary,’ which was applied 
both to the works and to the expenditure supplied from 
borrowed money, signified in the conventional language 
of Indian accounts that these charges were to be ex- 
cluded from the ‘ ordinary ’ expenditure, which is that 
met from the revenues of the year. Hence it was 
thought proper to treat as ‘ extraordinary ’ all expendi- 
ture on railways and canals which could not be met 
from the revenues, whatever might be the conditions 
or circumstances under which they were undertaken. 
The question of the probable early, or even ultimately 
remunerative character of the works was in some im- 
portant cases altogether set aside, the justification for 
the outlay having been found in considerations of a poli- 
tical or administrative nature. The forced purchase of 
the Calcutta and South-Eastern Eailway, which was an 
admitted financial failure, and the somewhat similar 
transfer to the Government of the Orissa Irrigation 
Works, as well as the prosecution of the railways 
through Sindh and from Lahore to the North-west 
frontier, and the Madras Harbour, are instances in which 
very large sums were expended, and treated as extra- 
ordinary outlay, almost irrespective of any, hopes of 
early financial success. Such burdens have necessarily 
weighed heavily on the general results, adding as they 
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have done almost one-fourth or |)ne-fifth to the tot^ 
outlay. • 

In 1876 the great fall in the value of silver in rela- 
tion to gold, and the consequent large increase to the 
cost of the remittances to England, together with the 
heavy burdens which had been created by the famine 
in Bengal, led the Government somewhat to reduce 
the expenditure on ‘ Productive Public Works ’ (as they 
were then for the first time called), and it was resolved 
to restrict the outlay of this description to the amount 
which it was thought could be borrowed in India with- 
out unduly pressing on the market, and this was then 
estimated at 2,000,000/. or 2,500,000/. per annum. 

From this time also increased restrictions were im- 
posed on the application of borrowed money to new 
works, in order to guard more completely against the 
risk otf entering on undertakings which would not be 
remunerative, and which might therefore lead to a per- 
manent charge for interest on the borrowed capital 
being thrown on the general revenues. In 1878 and 
1879 the whole question of supplying funds by borrow- 
ing for public works was considered by a committee of 
the House of Commons, and the policy of the Govern- 
ment, since the issue of their report, has beenio comply 
wirh the recommendations it contained. The com- 
naittee adopted the conclusion that the principle on 
which the Government of India had initiated its policy, 
namely of limiting and regulating the expenditure of 
borrowed money by reference to the dead weight of 
interest uncovered by the net income of the works as 
a whole, could not be accepted ; and they proposed 
instead to place an absolute limit on the yearly outlay, 
with increased stringency as to the character of the 
works to be sanctioned. They further advised that 
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all debt incurred for >Dublic works should be separated 
' from the general debt ; that all capital expenditure on 
productive works supplied from the revenues should 
be dealt with in the accounts as though it had been 
borrowed ; and that a sum equal to that which was 
thus provided should be transferred from the ‘ Ordinary ’ 
debt to the ‘ Productive Pubhc Works’ debt, and interest 
charged against the works accordingly. 

Mainly as the result of these recommendations 
there have been introduced into the, public "accounts, 
entries which show under the heads of ‘ Productive Pub- 
lic Works Bevenue,’ and ‘ Productive Public Works 
Expenditure,’ the whole income and charge arising 
from these undertakings.. It is, however, only in the 
last year of our series, 1880-81, that these principles 
have been fully carried out, and the results for previous 
years are consequently not properly comparable with 
them. Nor do the accounts admit of an immediate 
or exact comparison with the forecasts of 1873 and 
1875, which were based on estimates differently treated 
from the figures shown in the published accounts. 

Notwithstanding these differences tht figures’ are 
very instructive ; they give complete evidence of the 
caution with "which the forecasts were prepared, as well 
as of the soundness of the principles of the policy, so 
far as the practical financial results afford a test, and 
it is impossible to see what better test could be found. 

For the Irrigation Works the accounts of past years 
are incomplete, and the true income of the Madras 
and Bombay works is shown for the first time in 
1879-80 ; the whole interest on borrowed funds, 
wherever spent, is included throughout ; but the inte- 
rest on capital supplied from revenue is first shown 
in 1880-81. 


‘ See the table at page 97. 
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, From this table ^it will be seen that (excluding 
1880-81, whiqh is not comparable with the earlier 
years) the total yearly charge was reduced from 
2,269,000/. to 277,000/. ; or excluding the Madras and 
Bombay net income, shown for the first time in 1879 
-80, and amounting to 300,000/., the total charge in 
that year would be 580,000/., still showing a reduction 
of more than 1,500,000/. Taking the aggregate of 
the eight years, whereas the forecast contemplated an 
excess charge of 17,100,000/., the actual charge was 
only 9,2]^1,000/., or 7| millions less. These results 
have followed an expenditure since 1872 of 6,600,000/. 
on Guaranteed Kailways, of 22,800,000/. borrowed 
money on State Eailways, and of 7,400,000/. borrowed 
money on Irrigation Works ; w'hile in both of the last 
classes of works there are many, on which large sums 
have been laid out, which are still incomplete or not 
fully brought into operation, and which arc therefore 
earning up to the present time little or no income. 

The true practical results of the whole policy will, 
however, be better seen by reviewing together the 
whole of the charges .arising from the ordinary debt, 
from the guaranteed railway interest, and from the 
public wprks outlay of all descriptions which have to 
be met from the revenues ; thus there can be no risk of 
losing sight of any part of the burdens which the policy 
may have caused, and its influence on the general 
financial position vrill be rendered more apparent. In 
the Appendix will be found in detail the figures from 
1868-69, when the policy was initiated, to the present 
time, and these will be better understood with the help 
of the following remarks.^ 

The entry ‘ Net interest on debt ’ indicates the whole 

^ An abstract will be found at the end of this chapter. 



FINANCIAL RESULTS OP POLICt. 


99 


amount paid as interest on the pliblic debt proper, ex- 
cluding service funds and deposits ; and«after deducting 
the receipts under interest. 

The net interest is divided so as to separate the inte- 
rest on the borrowed Productive public works capital, 
which in the last year includes interest on the capital 
supplied from revenue, from the interest due to the 
ordinary debt. 

Under ‘ Guaranteed railways ’ has been still included 
(to facilitate comparisons) tlie East Indian Eailway, 
though its financial position was much changed after 
its purchase in 1880. The entries under interest show 
the true gross guaranteed railway interest paid ; those 
under net income give the net traific receipts after 
deducting the share of surplus profits paid to the com- 
panies and all other contingent cliarges. The published 
accounts have commonly included, with the guaranteed 
railway interest, the interest on the Madras Irrigation 
capital (which is placed under ‘ Irrigation works ’ in 
the present statement) and the payments of the surplus 
profits ; the net trafiic receipts being shown in the gross. 
But this gives an inaccurate view of the facts, for the 
true liability of the State is only in respect of the 
guaranteed interest, and the true set-ofl' is ihe.net trafiic 
receipts after deducting any share of surjfius payable 
to the companies. 

The entries under ‘State railways’ are properly 
comparable throughout, though the rate of interest 
charged on the borrowed capital, which is 4 per cent, 
in the earlier years, and has been taken from the return 
of net revenue and expenditure presented to the House 
of Commons, June 2, 1881, difiers from that shown 
in the Indian separate accounts, which is 4^ per cent. 

In the two last years large sums have been spent 
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fi»m ‘revenue’ on t'ailways, treated as due to the 
Afghan war ; t)ie cost of these is not included in the 
present figures, and, as it is not added to the Pro- 
ductive works capital, interest has not been charged on 
it in the account*'. 

Under ‘Irrigation,’ until 1879-80, the true income 
on the Madras and Bombay works, which is mainly re- 
ceived as land revenue, is not shown. For the other 
provinces the figures are approximately correct, and 
they include the portion of irrigation income re- 
ceived with the land revenue so far as it has been 
ascertained ; they will therefore not agree with the 
published accounts wdiich, until 1879-80, do not include 
this element of income under the head of ‘ public 
works.’ The aggregate of the public works charges of 
all descriptions is, liowevcr, left unchanged, and will 
be found to agree with the sums entered in the Parlia- 
mentary return just mentioned. 

The guaranteed interest on the Madras Irrigation 
Company’s capital is iiududed with interest, under 
‘ Irrigation works,’ at the rate of 50,000/. yearly, and 
the losses on the working of the company’s canals have 
been added to the working charges of the State canals. 

In the last year only has interest been charged on 
the capital supplied from revenue, spent in past years 
on the irrigation works classed as ‘ productive ; ’ and, as 
the published accounts do not show the years in which 
this expenditure took place, this defect cannot be pro- 
perly corrected. The net income of 1879-80 may 
therefore, by reason of this, be regarded as exaggerated 
(in comparison with the figures of previous years) to the 
extent of about 200,000/. ; as, however, in the earlier 
years the income is understated by the omisaon of the 
Madras and Bombay net revenues, which would exceed 
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the understated charges for interest on the capital ob- 
tained from revenue, the correction if made would no 
doubt make the result still more favourable than that 
shown in the. statement. 

The ‘ Ordinary public works ’ expenditure is for 
all purposes other than the productive works, and it is 
charged against the revenues of the year. Since 1868 
-69 the outlay on military buildings and works of all 
sorts has been rather more than 1,000,000/. yearly, 
and about the same amount has been provided for 
local works from local funds, leaving from two to three 
millions as the sum supplied from the general revenues 
for all civil buildings, roads, and miscellaneous objects. 
The increase in 1880-81 is in part due to the railway 
expenditure from revenue before noticed, and in part 
to ai\, exiiansion of the provincial and local outlay on 
public works. 

The general results may be stated as follows : — 

1. The capital outlay on all classes of productive 
works has been increased in the thirteen years since 
1868-69 from 80,409,000/. to 142,223,000/. 

2. The net yearly charge on all accounts for the 
same works, including all interest on capital, has fallen 
during the same period from 1,791,000/. to 1^5,000/. 

3. The net interest on the ordinary public debt, ex- 
cluding that due to public works, has fallen from 
4,785,000/. to 2,898,000/. 

4. The total charge for the productive works and 
debt together has fallen from 6,576,000/. to 3,093,000/. 

5. The outlay on ordinary public works after 
1868-69 was reduced from 6,471,000/. to a yearly 
amount varying between 4|- and a little more than 5 
millions. 

6. Comparing 1870-71, the year in which the pro- 
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vmcial system was established, with 1880-81, the 
aggregate charge for debt and public works of all sorts 
fell from 10,643,000/. to 8,405,000/. Comparing 1868 
-69 with the last year of the series, the reduction in 
tlw aggregate yearly charge has been from 13,047,000/. 
to 8,405,000/., or no less than 4,642,000/. 

7. To sum up : The outlay of 62,000,000/. on Irri- 
gation works and railways has been accompanied by 
an ultimate yearly reduction of charge of 3,000,000/. 
sterling. India has now obtained works to the value 
of 142,0(10,000/., which produce a gross income of 
15,500,000/. and (excluding interest charges on capital) 
a net income of 7,000,000/. ; and consequently yield a 
return of 4^ per cent, on tlie capital outlay, which 
pays all interest except a present net residual yearly 
charge on the State of 195,000/., or less t]ian 3 
shillings per 100/. per annum on the capital invested. 
These results have been secured in a period during 
which India lias experienced a succession of famines, 
unparalleled in history, leading to an extraordinary 
expenditure of about 14,800,000/. ; during the same 
time the fall in the value of silver has led to an excep- 
tional outlay, in excess of the average of fonner years, 
amounting to not less tlian 10,000,000/. ; and lastly the 
war in Afghanistan, after deducting the grants made 
by England, has cost 18,000,000/. net, which has been 
met from the revenues. 

It is difficult to understand how facts such as these 
should have been so completely misconceived or over- 
looked, and that the utterly mistaken idea should have 
been so widely disseminated and accepted, that the 
public works policy of the last ten years has been 
leading India to financial difficulty, if not ruin. It 
is only by the most complete neglect of proper inquiry 
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into the facts that such ideas coiAd have been formed ; 
the opinion that the expenditure from borrowed funds 
has in the period under review been dangerously large 
cannot be sustained for a single instant by the financial 
results, which prove conclusively that following this 
expenditure, and as its immediate consequence, there 
has been a positive improvement of the resources of 
the State amounting to 3,000,000/, yearly. During 
this period there has been virtually no increase of taxa- 
tion, ancT notwithstanding the very heavy extraordinary 
demands of late years, the effective debt of thb country, 
so far from having been increased, has been largely 
reduced. Further elucidations of this point will be 
supplied in the sequel. 

But it is not on the purely financial aspect of the 
pohcy under consideration that its full justification 
rests. We must turn also to the actual results of the 
works, and inquire what has been their effect on the 
country, and how their construction and management 
have been carried out as regards economy and efficiency. 

Commencing with the railways, it will be found that, 
on a capital outlay of 124,417,000/., the gross receipts 
in 1880-81 amounted to 14,240,000/., and the net receipts 
to 6,096,000/., or close upon 5 per cent, bn Ibe capital, 
results which compare favourably with those of any 
other country. In the United Kingdom the average 
return for 1879 was 4*15 per cent., and it has never 
been above 4-74 per cent. ; in England and Wales 
out of a total capital outlay of 442,000,000/. only 

122.000. 000/. earned more than 6 per cent., and only 

41.000. 000/. earned more than 6 per cent. 

The • guaranteed railways in India in 1 880-81 
earned 5,495,000/, net on a capital of 97,728,000/., 
being at the rate of 5^ per cent. The State lines on 
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a* capital of 26^88, Ow/. wiff earn -about 2^ per cent, in 
188(]t-81. Bulf only one of these lines had been open 
morS than six years, yrhereas the older guaranteed lines 
have teen at work twenty-iive years, and at a corre- 
sponding period of their existence they hardly gave such 
good results as the State lines now give. Comparing the 
older lines with the new it must also be remembered 
that the latter pass through relatively poor districts, 
and .that 'as the former receive valuable additions to 
their traffic from tlie.newei* State lines, the whole advan- 
tage' obtained from the latter cannot be properl)’ esti- 
mated without making some .allowance for the traffic 
they contribute to the older lines. 

On the whole it may confidently be affirmed that 
there is no country in which tlie railways, taken as a 
whole, Jiave been constructed with more economy, or, 
having .regard to the conditions to be dealt with, oiler 
better present financial results, or more encouraging 
prospects for the futiire. The gross receipts Imve 
increased from 5,750, 000^. in "3808-69 to 14,240,000/. 
in 1880-81, and the .net receipts have grown from 
2;500,000/. to more than 0,000,000/., or nearly in the 
same proportion,; which, bearing in’raind the immature 
condition 'of fiiany of the lines last, gonstructed or still 
under construction, is eminently satisfactory. 

It is fair to reckon the cost of transport by rail at 
about one-fourth of the cost by. carts, so that on this 
standard India now benefits, by reason of its railways, 
to an amount which may be taken at thrice the gross 
receipts, or 40,000,000/. yearly. 

The soundness of this view is confirmed by the 
great expansion of the foreign trade since the railways 
have come into operation. The first lines were opened 
in 1 854. In the five years before that time the aver- 
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age yearly imports of merchandise were valued at 

11.000. 000?. ; for the last.-:ftve years , the average has. 
been upwards of 39,000,000?.^ and in the year just 
closed the value has risen to 52,000,000?. For the 
first-named period the exports of merchsj'ndise averag§d 

19.000. 000?. yearly, for the last five years, the value 
has been 62,000,000?., and for the year ^UAt ended they 
have risen to 70,000,000?. Thus in the last twenty-six 
years, or since the railways have come into use, the 
aggregate foreign trade has grown in value from thirty 
inilhons to more than 130 millions sterling. The weight 
of goods carried has increased between 1808 and 
1880 from about 3,000,000 tons to more than 

10.000. 000, and the number ,of passengers from 

16.000. 000 to more than 47,000,000. 

Bearing in mind that this remarkable expansion of 
trade and traffic has been contemporaneous with'yeirs 
of altogether exceptional pressure on the population, 
caused by the extreme droughts and consequent high 
juice of focKl o\er very large areas, it is impossible to 
avoid the conclusion that a great advance has been 
made in the projducing and -purchasing power of the 
I)eople, or to -doubt that this advance has been in a 
very important degree due to the improved "and cheap 
means of transjmrt given by the railways, and to the 
increased production and security provided by the ex- 
tension of irrigation works. The position of railways 
in relation to the protection of the country against 
the effects of famine will be more fidly dealt with in 
the sequel ; their value in the recent great c^alamities 
of season, in bringing food supplies to districts where 
the people without their aid must have had their suffer- 
ings vastly aggravated, has been incalculable ; in many 
cases, indeed, without the railways, millions of the 
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population must have been left in a position almost 
beyond the possibility of relief. 

On the larger irrigation works which are classed 
as ‘ productive,’ about 18,000,000/. have been spent, 
12,500,000/. from borrowed funds and 5,250,000/. from 
revenue. There are also other works of the same 
character, not classed as ‘ productive,’ for which 
borrowed money has not been granted, the capital 
outlay on which has been about 2,500,000/. In all, 
the capital invested in irrigation works foh which 
accounts df revenue are prepared is something less than 
20,250,000/. ; the estimated net income from them for 
1880-81 is 1,100,000/., or about 5^ per cent, on the 
outlay, divided in the proportions of 900,000/. from 
the productive Avorks class, and 200,000/. from the 
others. 

♦ 

The accounts for 1879-80 give the following results 
for the irrigation works classed as productive in the 
chief provinces. 


Province 

Capital 

Net revenue 

Interest at 
41 per cent. 

Burplas 

ExrcaA 

charge 


£ 

£ 

£ 

£ 

£ 

Bengal . 

4,9S0,000 

18,000 

220,000 

— 

202,000 

North - west 1 
Provinces 

<'5,846,000 

269,000 

237,000 

32,000 

— 

Punjab . 

3,544,000 

170,000 

155,000 

15,000 


Madras. 

1,720,000 

427,000 

77,000 

350,000 

— 

Bombay 

' 1,383,000 

10,000 

59,000 

— 

49,000 

Total 

16,933 000 

894,000 

748,000 

146,000 

— 


The bad results in Bengal arise from the Orissa and 
Sdne works which, as before mentioned, were pur- 
chased by the Government from the company that 
began them. The relatively large returns in Madras 
are due to the high average rates paid on the irrigation 
of rice, which is the staple crop, and to the small capi- 
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tal outlay. The Bombay works are not giving a satis- 
factory return. * 

In the North-Western Provinces, for which the ac- 
counts are available in a, more complete shape than 
elsewhere, we find that in 1872-73 the capital outlay 
on all works in operation (including some which are 
not technically classed as productive) was close upon 

3.000. 000/. ; the net profits amounted to 5^ per cent, 
on that capital, and the irrigated area was 941,000 
acres. In 1878-79 the capital outlay on all works in 
operation had risen to 4,500,000/., with an* increase 
of profits to 8i per cent., and an extension of the 
irrigation to 1,737,000 acres. Besides this, about 
1,500,000/. of capital had been spent on the Lower 
Ganges Canal, which had not come into operation, but 
even ^eluding this outlay the net income would still 
amount to 6 per cent, on the entire sum. 

In the year 1877-78 a sum of 2,260,000/. had been 
sf)cnt on irrigation works in the Punjab, the irrigated 
area being 1,324,000 acres. The value of the food 
crops raised on the two principal canals in that year was 
estimated at 2,000,000/., and of other crops about 

1.000. 000/., in aU 3,000,000/., and of this it is con- 
sidered that at least one-half was saved Iby Irrigation. 
Thus, in a single year, these two canals added to the 
wealth of the Punjab a sum not less than two-thirds 
of their entire original cost. The net canal revenue 
shown in the accounts for this year was, however, only 
119,000/., being about 5.^ per cent, on the capital outlay 
on works in operation, a result which obviously supplies 
a wholly inadequate test of their real value to the 
country. *10 the North-West Provinces, in 1877-78, the 
whole capital outlay being about 4,500,000/., the value 
of the crops raised was 6,000,000/., and it is reckoned 
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t^at one-half would have been lost without the canal 
irrigation. The net revenue received was 315,600/., a 
result, again, which in no way indicates the true value 
of the works, for here, too, the value of the produce 
s^ved by them was 3,000,000/. sterling, and equalled 
about three-fourths of the first cost of the works. 
Similar results might be gathered from almost every 
province. 

Though the results of irrigation are not so favour- 
able in Bengal as in the North-West Provinces and 
Punjab, there is even there abundant evidence of its 
value. Up to the end of 1878 the outlay on the Sone 
canals had been 1,908,000/., of whicli probably 20 per 
cent, is due to the elaborate provisions made for navi- 
gation. In the drought of 1873-74 tliese canals were 
very incomplete, and water was rudely pourecl over 
the fields through cuts in the banks. The result was 
that 159,500 acres of rice were saved, worth not less 
than 600,000/. Were a similar season of drought to 
occur again, 1,000,000 acres might be watered, the 
value of which would approach 4,000,000/. sterling, 
or about double the cost of the works. It may still 
be long, under the existing system of management, 
which awjwddly looks to the proceeds of the public 
works land cess as supplying a contribution from the 
landholders in aid of the necessary charges for this 
and other similar works in Bengal, before a direct re- 
turn is obtained equal to the interest on the 3,110,000/. 
spent, or remaining to be spent, to complete the canals 
oP Orissa; but should another severe drought occur 
after they are completed, their value would be incalcul- 
able. In 1865-66, wher there were no canals, about 
1,500,000/. was spent on famine relief in this pro- 
vince; yet about 1,000,000 persons perished from 
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starvation, and the province was enriched by no singlg 
public work to set against the outlay incurred. 

Prom the hilly character of the Deccan districts of 
Bombay, their broken surface, and the absence of con- 
stantly flowing rivers, the construction of large irri- 
gation works has been more difiicult and more costly 
there than in other parts of India ; but some of the 
works by which the waters of the minor streams are 
utilised, though on a small scale, are extremely pro- 
ductive, and the value of watered crops is, in ordinary 
years, not less than four times that of others. , 

In Sindh we find a large province in which, it being 
almost rainless, agriculture and population would be 
alike impossible without irrigation, but with this pro- 
tection it has 1,800,000 acres of cultivated land, has 
reached a fair condition of prosperity, and gives evi- 
dence fit far greater capacities in the future. 

The two great deltaic systems of irrigation in 
Madras originated by our Government, the Godaveri 
and the Kistna, yield returns of 15 and 11 per cent, 
respectively on the capital spent on them. During 
1876-77, a year when every unirrigated district was 
importing the food of a large portion of its popula- 
tion, the value of the rice produced in gthe, deltas of 
the Godaveri and Kistna is calculated, at the prices 
then prevailing, to have been not less than 5,000,000/. 
sterling ; the quantity exported by sea irom Coconada, 
the port of the Godaveri delta, was valued at 870,000/., 
while an equal quantity is believed to have been ex- 
ported by land. The Caveri w'orks are still more pro- 
fitable, but the revenue they produce cannot properly 
be compared with their recorded cost, as they are very 
largely the result of the labour of years antecedent to 
British rule, the value of which cannot be estimated. 
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It is needless t<r dwell further on the value of 
the larger class of irrigation works in time of drought. 
The advantages obtained by irrigation are, however, 
far from being hmited to such seasons. Even where 
the rain is most abundant, it is reckoned that a com- 
ihand of irrigation will increase the produce of rice by 
40 per cent. The ordinary rental of land in Northern 
India is doubled by irrigation, while, on an average of 
eleven districts in Madras, the increase is fourfold, and 
in Tinnevelly it is said to be tenfold. In Mysore the 
selhng price of irrigated land, under favourable condi- 
tions, is quoted at 35Z. per acre, while land which is 
unirrigated would only fetch 21 . or 21 . 10i<f. 

In almost every part of India artificial irrigation is 
practised with great advantage to most crops, and to 
many of the most valuable tliis aid is essential. It is 
estimated that out of a total area usually under cultiva- 
tion, amounting to 200,000,000 acres, about 30,000,000 
are irrigated ; 8,000,000 from the better class of irriga- 
tion works, 12,000,000 from wells, and the residue from 
other less trustworthy sources of supply. Whether 
as a means of increasing the necessary food supply of 
the people, or of stimulating the production of tlie 
agricultural ^taples of commerce, the extension of irri- 
gation must be pronounced to be almost the greatest 
blessing that can be bestowed on the country, and 
the construction of the great works which have been 
carried out in conformity with the policy now under 
discussion, must unquestionably be classed among the 
most truly beneficent acts of the British government in 
India. 

A retrospect of this chapter of our administration 
shows that, notwithstanding many unforeseen ^jbstacles, 
the results obtained have greatly surpassed in their 
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success the moderate anticipationsiof those who initiate 
the policy of carrying out works of permanent utility 
with borrowed money. The modifications which have 
by degrees been introduced into the original scheme, 
mainly as consequences of the very fluctuating opinion 
which regulates the action of Indian administration, arid 
of the unfortunately small amount of real knowledge of 
the essential facts to be dealt with, which is possessed 
by persons influential in forming and directing that 
opinion, have constantly tended to throw heavier bur- 
dens on the profit and loss account of the ^projected 
system of works than was at first contemplated ; but 
the thoroughly sound character of the scheme has been 
most significantly proved by the ultimate financial 
results obtained, notwithstanding the continually in- 
creasing severity of the tests apphed to it. All that 
was first asked was that this policy should not lead 
to any increase of the public burdens. It has already 
reduced these burdens by a yearly amount of 3,000,000/. 
sterling. 

That an outlay between 40,000,000/. and 
50,000,000/. could be incurred without some blunders 
or failures was not to have been anticipated. But 
there is no reason for regarding the failures which 
l ave occurred as more conspicuous than those which 
necessarily attend all human action, or than those 
which have arisen in tlie efforts to supply India with 
education, good laws, eflScient courts of justice, and the 
like. On the contrary there is the best ground for 
thinking, on the evidence which has been adduced of 
the practical results, that no portion of the public 
expenditure has more completely and certainly repaid 
the people by whom it has been provided than that 
which has been devoted to works of the productive 
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c}ass ; while it has •been directly most beneficial to 
the people, it has greatly added to the resources of the 
State, and has led to an important improvement in the 
general financial position of India. 

Not can the thorough success of this policy be 
cnallenged because an analysis of the elements of income 
and charge shows how large a portion of the effec- 
tive income is due to the older irrigation works, which 
naturally took’ advantage of the more easily accessible 
sources of water supply, and to the older railways, which 
occupied, th^ main lines of traffic; or because that 
analysis indicates that the largest returns are mainly 
derived from a comparatively small number of con- 
spicuously profitable undertakings. Xor will the prin- 
cipal conclusions be shaken if allowances are made for 
cases like that of the Caveri irrigation works, in whi(*h 
perhaps 100,000/. of the income now obtained cis not 
due to any action taken by our Government. A policy 
of this description must be judged by its results as a 
whole. In its nature its success depends on balancing 
the unusually good against tlic bad. The object in 
view was not merely to supply the more wealthy parts 
of the country with conveniences for which they could 
readily pay, Jput to give to the poorer tracts what to 
them were essentials of well-being, or even of exist- 
ence, and which were quite beyond their means if they 
were left unassisted. Such an end could only be 
secured by treating the undertaking as a whole, and 
dealing with India as a whole. Thus, without putting 
undue pressure on any part of the community, the more 
prosperous have silently, but efficiently, aided the 
poorer, and the prospects of the future have been 
everywhere improved. ^ 



Abstract of fixancul rksclts of Productive Public Works from 1868 to 1881. 
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Note to Chapter VII. 

In the Accounts of the last two years the manner of treating 
tiie guaranteed railway receipts has been changed, so that the 
figures are not properly comparable with those of the earlier 
years. The net traffic receipts now appear without modification, 
in the conventional currency of 10 rupees to 1^., instead of 
being converted into sterling at the contract rates of exchange. 
The new procedure is no doubt more correct. Its effect is to 
make the railway receipts appear larger, as they now include 
the amount which was before shown as ‘ Gain by exchange,’ 
and treated as a deduction from the ‘ Loss by exchange ; ’ this 
last head being now to the same extent increased. To bring 
the years before 1879-80 into harmony with the two last years, 
an addition of rather more than 200,000/. should be made to 
the net traffic receipts for e«ach year from 1869 to 1872, of 
about 300,000/. for the next three years, and of 400,000/. for 
the next three. It has been thought better to deal with the 
figures as they appear in the published accounts, making this 
explanation, rather than to alter them in what might appear a 
somewhat arbitrary manner. Complications of the accounts 
are unavoidable in dealing with the adjustment of the rupee 
and sterling currencies, and the guaranteed railway transactions. 

The figures in this chax>ter will not be found to agree w-ith 
those given in Mr. J. Danvers’ reports on Indian railways, t hose 
reports stating ‘the traffic receipts and expenditure at the con- 
tract rates of exchange, and not in rupee currency, and being 
also for the calendar and not for the financial year. 

Further, it should be noticed that in the table on the 
preceding page, and in this chapter generally, the amounts of 
interest on debt are those shown in the published accounts, 
without the corrections explained at pages 118 to 120. 



CHAPTER Vin. 

THE PUBLIC DEBT OP IXDIA. 


THT3 TRUE CRITERION OF THE POLICY OF BORROWING FOR PUBLIC WORKS- 
INVESTSHENTS ON REPRODUCTIM^ W'ORKS SHOULD BE DISTINGUISHED FROM 
ORDINARY DBBT—BFAIEW OF INCREASE OF DEBT AND ITS PRESENT 
AMOUNT AND CONSTITUENTS — ORDINARY DEBT AND CHARGE FOR IN- 
TEREST GREATLY REDUCED— INTEREST ON PUBLIC WORKS INVESTMENTS 
HOW FAR COVERED BY NET INCOME— GENERAL POSITION OF DEBT AND 
PUBLIC W’ORKS CAPITAL — RETURNS FROM THESE INVESTMENTS — DISCHARGE 
OF DEBT HOW FAR DESIRABLE — STERLING DEBT— ITS LARGE INCREASE — 
fMPORTANCE OF PItEVENTING ITS GROWTH— DIFFICULTIES IN WAY OF ITS 
REDUCTION — RUPEE DEBT — EXPEDIENCY OF ESTABLISHING A SINKING 
FUNJ FOR DISCHARGE OF DEBT INCURRED FOR PUBLIC WORKS— MARKET 
PRICE OF SECURITIES INDICATES COMPLETE MAINTENANCE OP CREDIT — 
GUARANTEED HAILW'AT CAPITAL— THE OBLIGATIONS IT CREATES— IMPOR- 
TANCE OF EXERCISING POW’ERS OF PUftCH.ASE— RESULTS OF PURCHASE OF 
HAST INDIAN RAILWAY. 

It has already been remarked that the true criterion of 
ihe financial success of the policy of borrowing money 
for the prosecution of public works, and the true 
test of how far provision has been made for future 
expenditure on famine relief by present reduction of 
debt, will be found in the actual burden caused from 
time to time by the public works and debt taken toge- 
ther. It is, of course, true that many other causes 
besides the two just referred to operate in determining 
the amount of debt incurred or discharged, and of 
the interest charge arising from the debt ; but if it be 
found that the charge on account of debt is not in- 
creased, and, a fortiori, if it is directly reduced, it may 
be unhesitatingly affirmed that the measures of the 
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Government have been successful, in proportion to the 
value to the country of the works provided for its 
material improvement and protection against famine. 

Though the evidence already adduced in proof of 
tte success of these measures, and of the wisdom which 
dictated their adoption, might be considered sufficient, 
yet it is desirable that every possible light should be 
thrown on so important a subject, and the more so 
because it has been freely asserted that the increase of 
late years in tlie public debt of India has become a 
great danger, and that, whatever be the importance 
of the objects aimed at by those wlio advised bor- 
rowing to extend public works, tliis course ought 
altogether to be abandoned. 

It is a manifest misuse of language to speak of out- 
lay on works of permanent utility, which, as a whole, 
already meet aU the expenses arising from theiii, and 
yield a surplus after paying the ordinary rate of inte- 
rest on the capital laid out on them, as though such 
investments, if provided for by borrowing, wei’e un- 
distinguishable, or rather ought not to be distin- 
guished, from debt for which no return can either be 
obtained or hoped for. The debt which has been in- 
curred for the productive public works of India, viewed 
as a whole, is debt which involves neither the obliga- 
tion of reimbursement nor a charge for interest, but 
which brings a direct profit to the debtor ; and it would 
be as little rational to describe the cajfitul outlay on 
the railways of Great Britain as a grievous burden 
on this country, as to speak of the similar investments 
in India as a danger or an evil. 

It is no doubt a fair question for discussion whether 
the Government, in adopting the system of constructing 
these works directly through its o%vn agency, did what 
was best in the actual circumstances, and this will be 
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more fully considered subsequently. But the point 
more immediately in view is to ascertain the actual re- 
sults of the course that has been pursued. 

Statements will be found in the Appendix which 
show the position of the debt of India since 1868—6^. 
The total amount of the permanent debt appearing in 
the accounts has increased from 97,379,000/. at the 
end of that year to 157,149,000/. at the end of 1880 
—81, or in all by about 60,000,000/. The above 
amount^ include the debt incurred for productive 
public works, which has increased from 1,241,000/. 
to 39,656,000/., or by 38,415,000/.; and the sum 
raised in part payment for tlie East Indian Railway and 
for subsequent capital outlay, amounting to 10,208,000/. 
Allowance must also be made, as a set-off against the 
additjpn to the debt, on account of the loans and 
advances to munici])alities, public trusts. Native States, 
and others which, in the first-named year, were little 
more than 680,000/., but in the last exceeded 8,000,000/. 
These loans and advances are covered by corres])ond- 
ing payments of interest, and, as no ultimate liability 
or charge on the revenues can arise from them, they 
create no permanent burden. In the last year of 
the series a sum of 5,300,000/. was tra*nsfdl'red from 
the ordinary debt to the productive public woi’ks debt 
(under the rules that have been before explained), 
to cover the capital outlay from revenue on the pro- 
ductive public works which have been aided by bor- 
rowed money. Consequently the whole debt in the 
last year, stated in round numbers, may be thus 
divided — ordinary debt, 93,839,000/, ; productive 
pubhc vorks, 44,962,000/.; East Indian Railway, 
10,208,000/. ; loans and advances, 8,140,000/. ; total, 
157,149,000/. 

To make a proper comparison between the first and 
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last years of the series, it becomes necessary, however, 
to point out that in 1874 a sum of 4,579,416/. was 
added to the debt to complete the sum required for the 
discharge of the East India Company's stock in that 
year, the capital amount of which was not entered in 
the account as debt. The residue of the sum, about 
7,500,000/., was obtained by the investment of the 
guarantee fund formed in 1834, which was dealt with 
altogether outside of the pubhc accounts. Conse- 
quently, for a proper comparison, the sum of 4,579,416/. 
should be looked on as having formed part of the 
public debt in 1868-09, instead of having been in- 
curred only in 1874. Further, the sum of 5,.30C,000/. 
transferred from the ordinary to the productive public 
works debt in 1880-81, was, in fact, spent in a long 
series of years, commencing before 18C8-G9. It is not 
now possible to say how much of this amount is due to 
the earher period, and for purposes of the present 
comparison it will be best to omit the transfer entirely, 
thereby assuming that no reduction of the ordinary 
debt has taken place from this cause since 1868-69, 
which is a view unduly unfavourable to the period 
after that year. 

Making th*ese allowances, it will appear that the 
ordinary debt in 1868-69 stood at 100,033,000/., and 
in 1880-81 at 99,145,000/., or was reduced by nearly 
1,000,000/., and this reduction will l)e an effective one 
if the interest on the rest of the debt is adequately 
covered by corresponding receipts. To ascertain how 
this is we must turn to the interest charges. 

In deahng with the interest charges, that item of 
interest which is paid on service and other fqnds and 
deposits must be excluded from consideration, as it 
represents payments of a totally different character 
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from that of interest on the debt proper ; the former 
being more or less optional in their nature, and in no 
way representing habihties caused by borrowing to 
meet the financial exigencies of the State. 

The gross interest on debt proper (with which ig 
included in the accounts, till 1874, the payment of 
630,000/. yearly to the proprietors of. India stock) was 
a little in excess of 5,000,000/. in 1868-69, and rose 
to 6,096,000/. in 1880-81, the average rate (excluding 
the payment on India stock, the capital of which is 
not included witli debt) having, at the same time, fallen 
from 4-6 per cent, to 3-8 per cent. 

The net interest rose from 4,814,000/. to 5,251,000/., 
or only by 437,000/. ; the net rate paid (excluding the 
loans and advances on which interest is charged by 
Government to its debtors) being 4-3 per cent, in the 
first year, and 3‘2 per cent, in the last. 

For purposes of comparison a correction of the inte- 
I'cst charge, similar to that above made in the account 
of the capital debt, will be needed. Of the 630,000/. 
entered in the earlier years for the payment to pro- 
prietors of India stock, 450,000/. may be properly 
regarded a*? the sum Avhich was covered by the ac- 
cumulated guaranteed fund, and 180,000/. as the true 
interest charge corresponding to the capital sum of 
4,579,416/. added to the debt in 1874, as before ex- 
plained. In hke manner the interest on the capital 
amount of 5,306,000/., transferred to productive pubHc 
works in 1880-81, amounting to 238,000/., should 
i'ollow the capital debt, and be deducted from the inte- 
rest charge on the ordinary debt in 1868-69. Making 
these corrections the net interest charge in 1868-69 
on ordin^y debt wiU be 4,097,000/., and in 1880-81, 
2,896,000/., showing a reduction of 1,201,000/. yearly. 
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The interest charge on productive works (excluding 
the guaranteed interest) will in like manner be 267, 000^. 
in 1868-69, and (excluding also 344,000/. on account of 
the East Indian Eailway) 2,011,000/. in 1880-81, show- 
jiig an increase of 1,744,000/. It remains to be seen 
how far the receipts cover this cliarge. 

The net income of productive public works, ex- 
cluding the guaranteed railways and canals, rose fi'om 
199,000/. in the first year to 1,534,000/. in the last, 
an improvement of 1,335,000/., leaving, therefore, a net 
increase of charge of 409,000/. in 1880-81 for interest 
not covered, and reducing the improvement under 
ordinaiy debt, from 1,201,000/. to 792,000/. 

As, however, the policy contemj)latcd the inclusion 
of the guaranteed railways and canals in the general 
category of productive works, tlie charge or income, as 
the case may be, due to them must also be consiUered. 
The net charge for the guaranteed works in 1868-09 
was 1,961,000/. while there is in 1880-81 a net receipt 
of 626,000/., making (after deducting 344,000/. for 
interest on account of the East Indian Railway which 
appears as a charge under interest on debt) an improve- 
ment of 2,243,000/.^ this, combined with the net iin- 
provemenl of* 792,000/. before arrived at, produces a 
total reduction of 3,035,000/. of net yearly charge for 
interest and productive works together. 

On the -whole, therefore, it is not only true that the 
capital of the ordinary debt may be regarded as having 
been reduced in 1880-81 by 1,000,000/. below what it 
was in 1868-69, and the interest on it by about 
1,200,000/. yearly; but besides this, after paying the 
whole interest on the money actually borrowed for 
productive works, and on 5,250,000/. spent 'from re- 
venue, and meeting the whole charge arising from the 
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guaranteed railways, the net income of the works is 
such that there now remains only the small deficiency 
of 195, 000^. as compared to a deficiency of 1,791,000/. 
in 1868-69, and of 2,269,000/. in 1872-73. 

That the full significance of these results may be 
felt, it must be repeated that during the eight years 
1873-74 to 1880-81 there has been spent, as before 
said, from the revenues, on famine relief the sum of 
14,700,000/., and in the three years 1878—79 to 1880 
-81 on ^e Afghan war 18,350,000/. So that it has 
been pef^ible in this ])eriod of thirteen years to meet 
the^.^itire charge arising from the most disastrous 
series of famines on record, and to provide an increase 
of the capital laid out on productive works and other 
useful objects of no less than 68,000,000/., with an 
absolute reduction of debt instead of any increase, after 
liaviug paid u]nvard.s of 18,000,000/. of war charges. 

Looking to the actual jiosition in 1880-81 we find 
it to be as follows : — 


Total amount of ordinary debt 


Net interest thereon , . . . . 

2,808,000 

Total fTuaranteed railway capital, including the Plast 

Indian Railway ..... 

£97,728,000 

Gross receipts therefrom .... 

12,005,000 

Net receipts ...... 

5^495,000 

Net Government receipts, after payment of all in- 
terest ...... 

337,000 

Total State railway capital .... 

26,689,000 

Gross receipts therefrom .... 

2,175,000 

Net ft ff .... 

602,000 

Net charge after payment of interest on capital 

608,000 

Total irrigation capital (excluding Madras Company) 

17,806,000 

Gross receipts therefrom .... 

1,357,000 

Net ft ft .... 

927,000 

Net income after payment of interest on capital 

76,000 

Tbtal capital . . ' , 

£142,223,000 

Gross receipts ..... 

16,697,000 

Net „ . 

7,024,000 

Net State charge after paying all interest 

195,000 
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• Viewing the aggregate public debt and guaranteed 
railway capital as investments for the benefit of India, 
we shall find that the whole amount stood in 1868-69 
at 176,547,000/., and at 244,669,000/. in 1880-81, 
,}Fith a corresponding charge on the revenues of India 
in the former year of 6,576,000/., being at the rate of 
3'8 per cent., and of 3,106,000/. in the last, being at the 
rate of 1’3 per cent. ; thus, with an increase of 40 per 
cent, in the amount of the investment, the charge on the 
public has been reduced to one-third of its original rate. 

The sums paid yearly as interest on debt and as 
the interest and surplus profits of the guaranteed 
railways, w^hich constitute the return upon the invest- 
ments of the capitalists who have furnished the amount 
above mentioned, have increased from 8,984,000/. to 
rather more than 11,000,000/. in the j’ear 1877-78 and 
those following it. Setting aside the 3,000, 000/.*which 
is, so to speak, the burden placed on India for its un- 
profitable debt, there remains a sum of 8,000,000/. wducli, 
therefore, represents the yearly profits on the capital 
invested in the great public works ; profits, moreover, 
obtained without causing any burden on India, India, 
on the contrary, obtaining the vast advantages of the 
works with no payment excepting that wliicli is volun- 
tarily made for the conveniences supplied in return. 

Such results show conclusively how little foundation 
there is for the allegation, on the one side, that the recent 
public works pohcy of the Government of India has 
been leading to consequences of an akrming nature, 
from the burden they are throwing’ on the country ; and 
on the other, that this* policy h^s proved a bar to the 
profitable investment of capital in India. 

In closing this part of the discussion, it may be well 
to indicate more precisely what has been the amount 
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of the burden which has actually been placed on the 
revenues during this series of years, and •which it was 
from the outset foreseen would be a necessary conse- 
quence of the measures adopted. It may easily be 
calculated that the accumulated net charge due to the 
productive public works, guaranteed railways. State 
railways, and irrigation works from 1868-69 to the end 
of 1880-81, with compound interest yearly at 4 per 
cent., would amount to rather more than 22,000,000^. 
If the whDlc of this sum had been borrowed, and no 
charge whatever had been thrown on the revenues by 
tlie payment of interest, the present result would be 
that the net yearly interest charge for productive works 
would be increased from 195, 000^. to 1,037,000/. 
Hence, in such an event, tlie aggregate net charge for 
productive works, together with all interest, including 
that on the ordinary debt, would have been increased 
from 3,091,000/., as it now is, to 3,933,000/. Com- 
paring this with the total charge in 1868-69, viz. 
6,576,000/., we should still find ah improvement of 
more than 2,500,000/. yeai’ly, so that from this point of 
view also the result remains thoroughly satisfactory. 

Further, it becomes obvious that so far from 
Lc rd Lytton’s Government having failed to make pro- 
vision for the future possibilities of heavy charges for 
famine by the present reduction of debt and of net in- 
terest, to secure which the measures of so-called .famine 
insurance were designed, as will be subsequently ex- 
plained, such has been the elasticity of the revenues 
that the ordinary debt is less now than it was in 1877 
-78 by 6,000,000/., and» the net charge for interest less 
by 1,000,000/., while .the. net charge for productive 
public works of all sorts, including all interest on capi- 
tal, has virtually disappeai’ed. That this has been 
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laccomplislied in the midst of a time of extreme financial 
pressure, consequent on the war in Afghanistan, and 
immediately following the recent years of most severe 
droughts, has doubtless been mainly due to thtf rapid 
r. increase of the wealth of India during this period ; but 
the success is complete, and those by whose action 
and whose counsels the way lias been opened for it 
may confidently abide by the verdict which facts have 
thus already pronounced. 

The foregoing statements supply a firm ground on 
which to rest the consideration of the policy which 
India may best adopt in future in relation to its public 
debt. It is not necessary liere to reproduce the well- 
known truisms which are so often rejieated as to the 
importance of paying off debt from siuplus income. 
The practical question wliicli needs attention^ is how 
best to secure a reasonable diminution without inter- 
fering with the progress of the country, and with- 
out placing undue burdens upon the revenues for pro- 
viding works of permanent utility by which posterity 
wiU benefit even more than the present generation of 
taxpayers. 

Attention has elsewhere been directed to the increase 
of the h«mp\;harges which has attended the growth of 
the Sterhng debt and of the guaranteed railway lia- 
bilities, and an opinion has been expressed that every- 
thing possible should be done to reduce this branch of 
the expenditure. The sterling debt has increased from 
31,698,000/. in 1868-69 to 71,335,000/. in 1880-81, 
that is, by 39,637,000/. If from this be deducted the 
4,579,000/. required to complete the discharge of the 
sum due to the proprietors of Lidia stocky and the 
9,576,000/. raised in connection with the East India 
Eailway purchase, there will remain nearly 25,500,000/. 
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as the addition to the sterling debt caused by the financial 
exigencies of the period, and it is difficult to avoid the 
conclusion that this is the one serious blot on the 
administration of Indian finance in this period. 

That the additions to the home debt thus made were 
regarded as unavoidable in the actual circumstances is 
not questioned, and indeed such were the difficulties of 
the time, in consequence of the great fall in exchange, 
that it is possible that no other course could have been 
followed. , But unless a recovery in the exchange takes 
place, the relief obtained by borrovdng in London 
may in the end be very dearly purchased. Excluding 
the last two 3’ears of the series, there has been little 
advantage gained by borrowing in sterling, other than 
that secured by avoiding the loss by exchange on an 
equivalent rupee remittance, and sooner or later this 
must life made good again, if not on the discharge of 
rJio debt tlien on the payment of tlie interest on it, un- 
less some fortunate turn of events shall once more raise 
the value of tlie rupee to something like its old rate. 

Considering the very obvious imj)ortance of reduc- 
ing the home disbursements of the Indian Government 
to a minimum, and the equa% obvious difficulties in 
the way of making remittances by the sale .of the biUs 
of the Secretary of State on India, in sufficient amount 
to pajr off any important part of the sterling debt, it is 
not easy to see what objection could be taken, on 
grounds of general policy, to any measures that could 
be devised for transforming the sterhng into rupee debt, 
and thus obtaining indirectly those means of discharging 
the debt which cannot be obtained directly. Though 
it may be true that Enghsh constitutional practice 
requires the sanction of Parliament to the raising of 
loans in England by the Secretary of State for India, 
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there would be no ' apparent cause for jealousy of a 
power to transform sterling into rupee debt, bi' to sell 
rupee securities, subject to the condition that the pro- 
ceeds should be applied to discharge sterling debt or 
other similar sterhng liabilities. 

In dealing with the rupee debt there are no such 
technical difficulties to be overcome, and the main ques- 
tion with reference to it is to consider what are the 
conditions under which it is possible or expedient to 
continue borrowing for the prosecution of public 
works, and at the same time to discharge debt. It 
can hardly be said that the debt of India at present 
causes any very heavy burden on the country, or that 
there is any particular urgency in its reduction. The 
net charge for interest is hardly in excess of 3,000,000^., 
out of a total net expenditure of 46,000,000/. 

The part of the debt due to public works cnay be 
taken at 55,000,000/., or, excluding the East Indian Rail- 
way portion, 45,000,000/. It would not appear unrea- 
sonable to provide for the gradual discharge of this by 
the action of some form of sinking fund, which should 
distribute the burden over a series of years. One per 
cent, on the capital, with interest at 4 per cent., would 
pay it o^ in,about forty years, and some such rate ap- 
pears hkely to be suitable. For reasons which will be 
stated subsequently it Avould probably be preferable to 
place the responsibility for the gradual discharge of the 
capital debt incurred for public Avorks, on the Provin- 
cial Governments under which they are constructed 
and kept in operation. Such a sinking fund would at 
present involve an actual discharge of debt to the 
extent of about 450,000/. yearly, and the changes which 
occur from time to time by the lapse of old* securities 
would commonly give the opportunity of applpng the 
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accumulating contributions in a* convenient manner. 
The p6wers which are possessed by the currency 
department to invest the currency reserve in Govern- 
ment securities to the extent of six crores of rupees 
would give facilities for such operations. 

As the discharge of debt can only take place when 
there has been a surplus of revenue over expenditure, 
the continuance of any policy of reducing debt neces- 
sarily implies a succession of years of surplus, and in- 
volves the recuiTence of a consideration of the relative 
expediency of reducing taxation, or applying a realised 
surplus to the discharge of debt ; but it would mani- 
festly be out of place here to enlarge on such a subject, 
wl-ich can only be usefully dealt with as the occasion 
actually arises. 

An examination of the market price of the securi-, 
ties of •the Government of India during the period 
u.jJ8r review gives no useful indications of the extent 
to which the increase of the total amount of the debt 
may have affected the selling price. The fluctuations 
appear to have been mainly dependent on the varying 
raies of interest in the money market, and the rates of 
exchange between India and England, and the latest 
results are altogether opposed to any idfa that the 
markets have been overweighted with such securities 
either in this country or in India. How little the credit 
of the Indian Government has been affected by the 
clamours of the past year or two is sufficiently demon- 
strated by the fact that the issue price of the loan 
issued in Calcutta in the spring of last year, immediately 
after the announcement of the serious error that had 
been made in the war estimates, was^ actually higher 
than the Tuarket price immediately before ; and the 
success of the Secretary of State’s 3^ per cent, loan. 
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which immediately rose to a premium, points to the 
same conclusion. 

Before leaving this part of the sulg'ect reference 
may perhaps usefully be made to the position of the 
, Indian Government in relation to the guaranteed 
railway capital. , The obligation to pay interest on this 
at the stipulated rate, commonly 5 per cent., with a 
set-off of the net traffic receipts, operates of course in a 
way which, when there is any deficiency in the net re- 
ceipts, is identical with a liability to pay interest on 
ordinary debt. This charge at present is from 500,000/. 
to 700,000/. yearly, of which more than half is due 
to the Madras Eailway. The Great Indian Peninsula 
Railway causes a charge of less than 100,000/. in one 
half-year, in the other half-year giving a surplus, and 
may so remain for some years. The Oudh and Ro- 
hilkhund and the South Indian lines will pi'obably 
continue to bring a charge, from 50,000/. to 100,000/. 
each, for several years. The Punjab and Sindh line 
has improved considerably, but is still hkely to cause a 
burden of about 100,000/. The East Indian and the 
Eastern Bengal lines are permanently yielding a surplus 
income. The Bombay and Baroda line vrill certainly 
reach this condition almost immediately. 

The conditions of the contracts with these com- 
panies are complicated, and it is not necessary to ex- 
plain them in detail. But in all cases they are such 
as to make it to the interest of the Government to 
exercise the power of purchase, which is among the 
conditions, at the earhest date possible. It happened, 
very unfortunately for the interests of India, that owing 
to a misconception on this point the Secretary of State 
some years ago gave up his first power of purchase 
in the case of the Great Indian Peninsula, Bombay and 
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Baroda, and Madras railways, and cannot exercise it 
for twenty-five years to come. The money value of the 
loss caused by "this error can hardly be estimated at 
less than several millions sterling, but it is now beyond 
remedy, and all that can be done is to take care that- 
no such blunder is again permitted. On the whole 
it seems probable that, at least for the next ten years, 
the aggregate burden caused by the less productive of 
these railways will not be reduced much below 500,000/. 
yearly ; but the set-olT that is even now obtained 
from the more profitable lines covers the deficiency, 
and yields a direct surplus, and the ultimate advantage 
to the State, tliough in a somewhat distant future, and 
paid for by considerable present saci’ifices, •will certainly 
be very large. 

The power of purchase has been already exercised 
with the most satisfactory results, in tlie case of the East 
luciian Eailway, and a brief cx])lanation of the manner 
in which this was done, and of its present and ])robable 
future financial efl'ect, will allbrd tlie best indication of 
the way in which other similar operations may be 
expected to work. 

The Secretary of State, under tlie contract with the 
Eas^ Indian Kailway Company, was able *to j’lurchase 
their undertaking by creating an annuity for seventy- 
four years in their favour, equal in capitahsed vidue to 
the amount of their share capital, taken at the average 
price during the three years preceding the purchase. 
This price was by agreement settled at 125/. for 100/. 
stock, and the rate of interest for calculating the 
annuity at 4/. Os. per cent. The capital having been 
2G,200,00Q/. an annuity of 1,473,750/. was created, 
wliich is at the rate of 4^ per cent, on 32,750,000/. 
At the same time the Government took over the 
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debentures of the company, aggregating in amount 
4,450,000/. The purchase having been thus disposed of 
a working lease of the railway was given to the com- 
pany, on the following basis. A nominal sum of 
'■6,550,000/., which is one-fiftli of the purchase-money 
on which the annuity was reckoned, was to be left with 
the Secretary of State during the currency of the lease, 
a corresponding deduction being made from the amount 
of the annuity. On tliis sum interest was guaranteed 
at the rate of 4 per cent, on the security of the revenue 
of the railway. The net receipts of the line after pay- 
ing all working expenses, and a contribution to a Pro- 
vident fund, were then to be dealt witli as follows. 
Prom the receipts were to be deducted tlie following 
sums : (1) the amount paid by the Secretary of State on 
account of the annuity, (2) the guaranteed interest to 
the working company, (3) interest on tlie debentures 
taken over from the old com]>any, and (4) interest on 
all moneys advanced by the Secretary of State for the 
purposes of the working company. The Secretary of 
State was to supply aU needful capital required for 
extensions of the undertaking, being ])aid interest tliere- 
on as just stated. Tlie residue vras then to be divided, 
in the proportions of one-fifth to tlie working company 
and four-fiftlis to tlie Government. All sterling pay- 
ments of interest and annuities, &c., made by the Secre- 
tary of State were also to be converted into rupee 
currency at the current rate, instead of at the old fixed 
conventional rate of Ia-. 10(/. per rupee. 

The general result of the change thus made will 
appear by comparing the actual amounts received by 
the Government and the company respectively for the 
year 1880, under the new arrangement, with what they 
would have been under the old one. 
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Under the new arrangement, the net traffic receipts 
for the year, after the payment to the Brovident fund, 
being 2,84,66,849 rupees,^ they were distributed as 
follows : 

Annuity and Interest Es. 1,90, 71 ,220 

Surplus to Company Es, 17,72,090 

Eesidue to Government Es. 70,22,039 

Under the old contract the result would have been : 

Guaranteed Interest, 1,498,000/. at Is. 10</. , E3.1,03,41,818 

Surplus* to Company Es. 59,94,107 

Loss by Exchange on Guaranteed Interest , Es. 11,23,102 

Eesidue to Government, net .... Es. 50,07,700 

Therefore the Government direct advantage is 26,15,173 
rupees, or about 260,000/. in tlie year. But as this 
profit will be made after paying tlie instalments of the 
purchase-money included in the annuity, the average 
amount of which for the 74 years is about 440,000/. 
yearly, the whole advantage may be taken at 700,000/. 
yearly. The present yearly Government income from 
the railway being about 760,000/., about 53,000/. has to 
be deducted from that sum as the interest on Govern- 
ment capital advanced for the undertaking, so that the 
j^resent yearly clear income may also be taken at 
700,000/. This wUl go on increasing as *the 'receipts 
of the railway improve, and at the end of the term of 
seventy-four years, with the lapse of the annuity, the 
Government, having completed the purchase of the 
railway, will come into the receipt of a clear yearlj’ 
income which cannot be less than 2,500,000/. sterling, 
and probably will be much more. 

^ The Indian system of reckoning money is by crores, lakhs, and thousands 
of rupees, so that this sum would be read as : — Two crores, eighty-four lakhs, 
sixty-siXu thousand eight hundi'ed and forty-nine rupees. 
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Allusion has more tliaii once been made to tlie 
measures which have been taken for increasing the 
financial authority and responsibility of tlie Local 
Governments. Their extreme imjiortance has not been 
understood or appreciated by the puhhc, which sees 
little of their practical w'orking, but they have in fact 
revolutionised not only the financial relations which 
formerly existed between the Supreme and Provincial 
Governments, but the whole system of Indian adminis- 
tration. Of these measures a more particular account 
will now be given. 

India, it ought always to be remembered, is no 
homogeneous country, but a continent containing many 
nations, the diflerences between which are as great as 
those which exist between the nations of Europe. It 
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is further from Lahore to Calcutta than from London 
to Naples, and wide as is the difference between England 
and Italy in physical conditions and in the character 
of their inhabitants, the differences between the Punjab 
and Bengal are hardly less. We should think it 
absurd to suppose the same plans of administration to 
be necessarily applicable in aU their details to all the 
countries of Europe, and it is not less absurd to suppose 
it of India. And it may here be observed that this 
consideration may often afford the explanation of 
divergencies between high Indian authorities on matters 
not only of opinion but of fact. We frequently hear 
complaints of the impossibility of learning anything 
certain about India ; we are told that statements made 
yeslerdaj^ by men who ought to know, differ entirely 
from statements made by men of equal knowledge 
t' -day. These uncomplimentary comments of Enghsh 
critics often have their origin in forgetfulness of the 
vast extent and the varying conditions of the provinces 
comprised under the common name of India. 

The necessity for dividing the country into separate 
governments, and entrusting the chief local authorities 
with large executive responsibihty, arose, veiy early. 
But so long as the British power was in the tran- 
sition state mentioned in the first chapter of this 
work, the much smaller amount of the revenues, and 
simpler character of the administration, rendered the 
management of the finances a matter of comparatively 
small difliculty. It was not until after the Mutiny in 
1857 that anything deserving the name of a regular 
financial administration was estabhshed in British India. 
The enormously costly measures adopted for the restora- 
tion of authority and order, followed by the hardly less 
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imperious demands for funds to meet the rapidly 
growing wants of tlie country, then made it apparent 
that a system of strict financial control over all parts of 
the empire, and all branches of the executive govern- 
' ment, had become essential. This control was naturally 
centered in the Supreme Government of India, and 
almost of necessity it was, at the outset, exercised in the 
form of a vei’y severe repression of expenditure. 

At that time ^ the Local Governments, which practi- 
cally carried on the whole administration of the coun- 
try, were left witli almost no powers of financial 
control over the affairs of tlieir respective provinces, 
and no financial responsibility. Everytliiug was rigor- 
ously centralised in tlie Supreme Government, which 
took upon itself the entire distribution of the funds 
needed for the public service throughout Irylia. It 
controlled the smallest details of every branch 
of the expenditure ; its authority was required for 
the employment of every person ])aid with public 
money, however small his salary ; and its sanction 
was necessary for the grant of funds even for purely 
local works of im])rovciucnt, for every local road, and 
every building, hoAvever insignificant. 

The evils of this system became more and more 
manifest as time went on. There grew up gradually, 
among the most competent advisers of the Govern- 
ment, a strong conviction that radical changes were 
necessary. 13y no one was this opinion more forcibly 
urged than by Lieut.-General Dickens, then Secretary 
to the Government of India, in the department of 
public works, who in a memorandum written in 

^ The following account of the measures of financial decentralisation 
adopted by Lord Mayo is, for the most part, extracted from Sir John 
Stracbey’s Financial Statement for 1877-78, which was founded on papers 
written by General Strachey. 
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NECESSITY FOR IT® MODIFICATION. 
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September 1860, when serious discussions on tlib 
subject had already begun, proposed ‘to confide to 
Local Governments a large share in the management’ 
of the finances. He protested against a system under 
which the exercise by the Supreme Government of* 
constant and minute control in matters of petty detail 
was ‘regarded with feelings of aversion by the local 
governors, whose powers it curtails, and with whose 
acts it interferes. The consequence is, as might be 
expected* that the Local Governments render at best to 
the Supreme Government a cold and languid support in 
financial vigilance and reform ; they too often exhibit 
a passive resistance, and even countenance evasions 
of regidations intended to be conducive to economy. 
The Su])reme Government is always suspicious and 
dissatisfied ; the Local Government, always sulky and 
discontented.’ 

In the financial statements for 1861-62 and 1862-63 
Mr. Laing dwelt strongly on the evils of the existing 
system ; and in the latter of those years he spoke as 
follows : — 


‘ If this great empire is ever to have the roads, the schools, 
th • local police, and other instruments of civilisati<5n which a 
flourishing country ought to possess, it is simply impossible 
that the Imperial Government can find either the money or the 
management. The mere repair of the roadsj where anything 
like a sufficiency of good roads has been made, is matter alto- 
gether beyond the reach of any central bureau. It is of the 
first importance to break through the habit of keeping every- 
thing in dependence on Calcutta, and to teach people not to 
look to the Government for things which they can do far better 
for themselves. ... 

‘ It is most desirable to break through the system of barren 
uniformity and pedantic centralisation, which has tended in 
times past to reduce all India to dependence on the bureaus of 
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Calcutta, and to give to Local Governments the power and the 
responsibility of (managing their own local affairs. The great 
branches of the expenditure, such as the army and national 
debt, are imperial ; and while this is the case, the great branches 
of revenue must ’ remain imperial also. But there is a wide 
field, both of revenue and expenditure, which is properly local, 
which in England is met by local rates, and w’hich, in fact, must 
be met locally, or not at all.’ 

Mr. Laing made no actual change in this respect, 
but tlie necessity for some measure of reform became 
daily more apparent. The business of supervising 
in a central office all tlie details of tlie receipts and 
expenditure of the empire liad become so enormous, 
that its proper performance was impossible. ‘I do 
not think,’ wrote Sir Ileniy Maine, ‘ tliat anybody can 
have observed tlie recent workings of our sys^tem of 
financial control without coming to the conclusion that, 
if it be not on the point of an inevitable collajise, it is, 
at all events, in great danger of going to pieces, unless 
the strain be lightened somewhere.’ 

For many years the ordinary financial condition of 
India had been one of chronic defiidt ; and one of the 
main causes ^of this state of affairs was the impossi- 
bihty of resisting the constantly increasing demands of 
the Local Governments for the means of providing every 
kind of improvement in the administration of their re- 
spective provinces. Their demands were practically 
unhmited, because there was almost no limit to their 
legitimate wants, and the Local Governments had no 
means of knowing the measure by which their annual 
demands upon the Government of India ought to be 
regulated. They had a purse to draw upon of unlimited, 
because unknown, depth ; they saw, on every side, the 
necessity for improvements ; their constant and justifi- 


1 . 
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able desire was to obtain for their oAvn provinces and 
peo])le as large a share as they could' persuade the 
Government of India to give them out of the general 
revenues of tlie empire ; they found by experience that 
the less economy they practised, and the more impor- 
tunate their demands, the more likely they were to 
persuade the Government of India of the urgency of 
their requirements. In representing and pressing those 
requirements, they felt that they did what was right, 
and they* left to the Government of India, which had 
taken the task upon itself, the responsibility of refusing 
to provide the necessary means. 

The Government of India had totally failed to check 
the constant demands for increased expenditure ; there' 
Ava." plainly only one remedy — to ])]’event the demands 
being jnade — and this could only be done by imposing 
on tlie Local Governments a real and effectual responsi- 
bility for maintaining equilibrium in tlieir local finances. 
Tliere could l)o no standard of economy until apparent 
requirements were made absolutely dependent upon 
known available means. It Avas at that time impossi- 
ble for either tlie Supreme or Local Governments to say 
what portiem of the provincial revenues was properly 
a]*plicable to local wants ; for the revenue’s of the 
whole of India went into a common fund, and to deter- 
mine hoAv much of this fund ouglit fairly to be given 
to one proAunce, or for one object, and how much to 
others, was impracticable. ‘ The distribution of the public 
income,’ General Strachey Avrote, ‘ degenerates into 
iMmething like a scramble, in Avhich the most violent 
'has the advantage, with very little attention to reason ; 
as local economy leads to no local advantage, the 
stimulus to avoid waste is reduced to a minimum ; so, 
as no local growth of the income leads to an increase 
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of the local means of improvement, the interest in 
developing the* pubhc revenues is also brought down 
to the lowest level.’ 

The unsatisfactory condition of the financial rela- 
‘tions between the Supreme and the Local Governments 
led to other evils. Constant differences of opinion 
about petty details of expenditure, and constant inter- 
ference of the Government of India in matters of trivial 
importance, brought Avith them, as a necessary conse- 
quence, frequent conflicts Avith the Local Gov<^rnmonts, 
regarding questions of provincial administration, of 
which they Avere the best judges, and of Avhich the 
Government of India could knoAv little. The relations 
between the Supreme and Local GoA’ermnents Avere 
thoroughly inharmonious, and every attempt to make 
financial control more stringent increased an antagonism 
the mischief of Avhich was felt throughout the public 
serArice. 

It was not until 1867, Avhen Mr. Massey had charge 
of the financial department that the subject began to 
assume a clear shape. Definite proposals Avere then 
for the first time made for tlie adoption of specific 
practical measures which should accomplish the object 
in Anew.* Tlieir author Avas General Strachey; the 
principles laid down in papers Avritten by liim in 1867 
are those whicli have since received so wide an applica- 
tion, and the practical course he suggested has been 
followed in the proceedings taken up to the present 
time for conferring on Local Governments a larger 
measure of financial responsibility and power. Although 
Mr. Massey was unable to carry tliose proposals into 
effect, he gave them his firm and jconstant support', and 
this contributed greatly to their ultimate adoption^ 

To Lord Mayo belongs the honour of having 
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actually applied the only effectual remedy for the'fee 
serious evils. He resolved to carry t3ut, so far as 
circumstances allowed, the reforms ^vhich General 
Strache}^ had proposed ; to give to the Local Govern- 
ments the economical standard which they required ; ter 
make over to them a certain income within which they 
must regulate tlieir local expenditure ; and to leave to 
them, subject to certain general rules and conditions, the 
responsibility of managing their own local affairs. 

From tlie commencement of the official year 1871-72 
tlie financial control of the following services was trans- 
ferred to the Local Governments : gaols, police, educa- 
tion, registration, medical services, printing, roads, and 
civil buildings. 

The objects in view were stated by Lord Mayo him- 
self iij tlie Legislative Council on March 18, 1871, as 
f Hows : — 


‘ Under these eight heads it is proposed to intrust the ad- 
ministration, under a few gen(*ral conditions, to the Provincial 
Government s, and a fixed contribution will be made from im- 
perial revenue every year. ... It is impossible to prophesy 
or say at present what can be done in the far future ; but I 
should be misleading the Local Governments if I were not to 
say that it is our opinion that these sums are ‘nowlixed at an 
amount which cannot be exceeded for at least a number of 
years. I think it desirable that this should be perfectly under- 
stood, because one of our objects is the attainment of as great 
an amount of financial certainty as is possible. . . . But, in 
addition to the increased power of administration which it is 
proposed to give to the Local Governments, an administrative 
change will take place, which I think they will be able to exer- 
cise with advantage. They will have a large sum to devote to 
local objects ; the power of allotment will be left absolutely to 
them ; and they will be able to vary their grants for roads, 
civil* buildings, education, and other heads, from year to year, 
as they may think most desirable ; in some provinces it may be 



140 FINANCES AND PUBLIC WORKS OP INDIA. 


desirable in one year to spend a larger sum on roads ; in others 
it may be desirable to fill up some shortcomings with regard to 
education or other objects. The Local Grovemments will thus 
be able to exercise that power of allotment with much greater 
satisfaction to themselves and to the public than they did under 
the old system, when they were obliged to consult the Supreme 
Government, not only as to the allotments that were made in 
the beginning of the year, but also with regard to any appro- 
priations that were thought desirable within the year, provided 
that those appropriations exceeded a certain amount. 

. I have heard it stated that, by the proposals which we 
make, there may arise a separation of interests between the 
Supreme and Local Governments ; I fail to perceive any strength 
whatever in this assertion ; I believe that, so far from there 
being a separation of interests, the increased feeling of respon- 
sibility and the feeling of confidence which is reposed in them 
will unite and bind together the Supreme and Local Govern- 
ments to a greater extent than before. ... 1 believe that we 
shall see, in place of greater uncertainty, greater certainly ; we 
shall see works and objects carried on with more vigour, enthu- 
siasm, and with less hesitation, when these works and these ob- 
jects are effected under the immediate responsibility of those 
who are most interested in them.’ 

The gross sum made over yearly to the Provincial 
Governments for these services, and some few others 
transferred between 1871-72 and 1877-78, amounted 
to about 5,600,000/. 

The original distribution of the provincial grants 
was strictly based on the then actual expenditure under 
the heads transferred. That there were great differ- 
enced in the incidence of the public burdens in diflerent 
provinces was well known, but it would manifestly have 
been quite impracticable to have attempted any re- 
adjustment at that time, and all idea of dividing the 
available revenues among the several governments, on 
theoretical conceptions of supposed equity, was deliber- 
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ately rejected. Nor is it indeed apparent how any more 
satisfactory principle could have been adopted than to 
start from the status quo of each province, leaving the 
removal of inequahties to be effected by degrees and by 
a readjustment of local burdens. 

When Lord Lytton became Viceroy, and Sir John 
Strachey took charge of the financial department of 
the Government, six j^ears’ experience of the new sys- 
tem had been gained, and there Avas not, nor had there 
ever been, a dissentient voice, either in the Supreme 
Government or in any of the Local Governments, in 
regard to its success. The only fault ever found wuth 
it was that, although an excellent beginning, it did not 
go far eiiougli. Eveiy oljject with Avhich the change 
of system Avas made had been gained ; the old friction 
betAA'een the Supreme and Local Governments had been 
diminished ; the authority of the Supreme Goveriunent, 
and its power of general control, instead of being weak- 
ened, had become stronger and more real since the 
attempt to interfere in all sorts of petty details had 
been abandoned ; and the Local Governments had been 
able to carry out many measures of improvement 
which Avouid otherAAuse have been impracticable. 

The most important object of all, "so far as the 
imperial finances were concerned — tliat of economy 
and tJie prevention of increased expenditure — ^liad been 
completely gained. The charges made over to the 
Provincial Governments had been selected because they 
Avere specially liable to increase. Between 1863-64 
and 1868-69 the cost of the services in question rose 
from 5,112,000^. to 6,030,000?., or at an average of 
nearly 200,000?. a year. In 1870-71, in consequence 
of the determined efforts of Lord Mayo’s Government 
the charges which had been groAving at so alarming a 
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rate were reduced to 5,197,000/., but until the new 
system was introduced, there was httle reason for 
hoping that the process of constant increase would not 
immediately recommence. Five years after the change 
.of system had been made, the expenditure on the whole 
of the assigned services remained almost unaltered. 
The total charges only exceeded by 200,000/. the sum 
to which, by extraordinary effprts, they had been 
reduced in 1863-G4, and they were less in 1875-76 
by 700,000/. than they were in 1868-69. When the 
figures Avere examined in detail they were still more 
satisfactory, for they showed that there had been 
a reduction of expenditure undei- nearly all heads 
excepting ‘ Education ’ and ‘ Medical,’ or, in other 
words, that the people had got more scliools, hos- 
pitals, and dispensaries, although less money had been 
spent on gaols and police. 

When Lord Mayo’s measures Avere taken in 1870, 
there was much ignorant talk about their loading to an in- 
crease of local taxation, and it has been loudly asserted 
that in consequence of those measures ueAV burdens 
had been imposed on the country, Avhich Avere none 
the less serious for being called local. There is no 
foundation for such statements. The Local Govern- 
ments obtained no ])OAvers of taxation which they did 
not possess before, and excepting in the North-Western 
Provinces, Punjab, and Oudh, where neAV rates for local 
purposes were imposed to a very moderate extent, the 
measures of 1870 led to no fresh taxation. It is true 
that a con-siderable increase to local taxation was made 
about the same time in Bengal, Iktadras, and Bombay, 
but this was an accidental coincidence, and had no con- 
nection whatever with the introduction of tlie new 
system of administration and finance. 
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The chief defect of these measures, excellent so far 
as they went, was that they dealt almpst exclusively 
with expenditure, and hardly at all with income. If 
it was certain that provincial responsibility would lead 
to economy in expenditure, it was equally certain that . 
it would lead to improvement in those sources of 
revenue which depend for their productiveness on 
good administration. . 

For example, the two great heads of income, excise 
and stamps, yielded in 1870-77 5,360,000/. The 
whole of this went into the Imperial treasury ; the 
increase or decrease in the receipts mainly depends, 
in the long-run, on good or bad management ; and bad 
management of such resources means not only the 
wasteful tliroAving away of revenue without any rehef 
to the country, but very possibly the needless imposition 
of other and more objectionable taxation. In the finan- 
cial ‘Statement for 1877-78, Sir John Strachey referred 
to this subject in the following terms : — 

‘ How is this better management to be obtained ? — The 
answer seems to me simple : it can be obtained in one way 
only ; not by any action which gentlemen of the financial de- 
partment, or any other department of the Supreme Govern- 
ment, can take while sitting hundreds or thousands of miles 
away in their offices in Calcutta or Simla ; not by examining 
figures and writing circulars ; but by giving to the Local 
Governments, which have in their hands the actual working of 
these great branches of the revenue, a direct and, so to speak, a 
personal interest in efficient management. It may be very 
wrong, but it is true, and will continue to. be true while hiunan 
nature remains what it is, that the local authorities take little 
interest in looking after the financial affairs of that abstraction 
the Supreme Government, compared with the interest which 
they take in matters which immediately affect the people whom 
they have to govern. When Ijocal Governments feel that good 
administration of the excise and stamps and other branches of 
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revenue will give to them, and not only to the Government of 
India, increased income and increased means of carrying out the 
improvements which they have at heart, then, and not till then, 
we shall get the good administration which we desire ; and with 
it, I am satisfied, we shall obtain a stronger and more real power 
* of control on the part of the Central Government than we can 
now exercise.’ 

Lord Lytton had always, from the time of his 
assumption of office, desired to carry out to its full 
legitimate extent tlie policy which had worked so 
successfully, and consequently in 1877 he effected a 
further important application of the original scheme, 
which oil grounds of expediency Lord Mayo liad not 
attempted in 1871. The services ivhicli ivere the 
subject of the settlement of 1871 were gaols, registra- 
tion, police, education, medical services, printing, 
miscellaneous public im])rovemeiits, and civil buildings, 
with the connected receipts. In 1877 the system was 
extended to all the remaiiimg services, excepting tlie 
few administered directly by the Central Government, 
or in the management of -which tlie Local Govcrnmeiits 
could manifestly exercise no influence. At the same 
time, the revenues from stamps, excise, law and justice, 
and sonfte other items, -were surrendered, under certain 
conditions, to the Local Governments. To these was 
added the licence tax as soon as it was imposed. 
Moreover, the management of some of the raihvays and 
all of the canals within their jurisdiction was made over 
to the Local Governments. The object of all that was 
done was, as far as possible, to renounce on thq part of 
the Government of India all responsibihty for the 
detailed management of these revenues and services, 
and to intrust this responsibility to the Local Govern- 
ments. 



EXTENSION OP SYSTEM BY LORD LYTTON. 145 . 

These new arrangements still left the Local Govern- 
ments without any separate interest in, the land, the 
forest, and some other items of revenue. As regards 
the Governments of Assam and Burmah, this defect 
was cured in the settlements made with them in 1879. 
By these settlements, all the revenues ^and all tire ser- 
vices which could possibly be made provincial were so 
treated; and for the balance, instead of a fixed sum, 
a fixed proportion of the land, forest, and other reve- 
nues was assigned to the provincial treasury. 

It will give a better idea of the practical scope of 
tliese measures, and of tlieir administrative importance, 
to mention tliat tlie revenues assigned under them to 
the Provincial Governments amounted in 1880-81 to 
close upon 10,000,000/. sterling, to which were added 
supplementary grants from the revenues reserved as 
Imperial of about 4,250,000/. ; thus tlie sum of about 
14,500,000/. was placed at the disposal of the Local 
(Tovermnents, for provincial purposes, besides the more 
strictly locahsed income designated as Local amounting to 
nearly 3,000,000/., or altogether more than 17,000,000/., 
out of the 09,000,000/. which constitutes the whole 
gross public revenue. 

The latest settlements have worked 'most satis- 
factorily ; still they are not perfect. On the one hand, 
the Central Government has not always reserved a suffi- 
cient share in ihe increase of such revenues as those 
from excise, stamps, and registration. On the other 
hand, the interests of the Local Govemments in the 
land revenue, and in the other revenues now shared 
between them and the Central Government, are not 
substantial enough. It is also felt that it would be 
desirable, without insisting on any unmeaning identity, 
to make the arrangements with the several provinces 

L 
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more uniform. The existing settlements having been 
made separately at various times, the terms of one 
settlement sometimes differ needlessly from those of 
another. The Government of Madras, moreover, has, 

» since the original settlement of 1871, declined to enter 
into any extended arrangements, and none of the recent 
measures apply to that Presidency. No reason for this 
was apparent to the Government of India, except that 
chronic and invincible dislike of cliange by which tlie 
Madras Government has been so often distinguished. 

Sir John Strachey had hoped, before leaving India, 
to complete the policy described in tJiis cliapter by a 
revision of the settlements with all the Local Govern- 
ments upon a uniform and coinpreliensive basis. What 
he contemplated was as follows. The revenues and 
charges arising from tributes, salt, and opium, allow- 
ances and assignments, the administration of liie post 
office and telegraphs, the political de])artment, the East 
Indian Eailway, the guaranteed railway coin})anies, and 
all items recorded only in the accounts of the Central 
Government, would have remained wholly impei’ial. 
The revenues from forests, excise, and assessed taxes, 
stamps, and registration, and the import duties on 
liquors,' woifld have been shared equally between the 
Local and Central Governments. Each Local Govern- 
ment would have received a fixed proi)ortion'of the net 
land revenue to make good the difference between its 
assigned revenues and expenditure ; and the rest of 
thejevenue and expenditure, with a few exceptions, 
would have been provincial. The assignment of a 
share of the land revenue formed a part of General 
Strachey’s original scheme, but was dehberately avoided 
at first in order to remove as far as possible all objec- 
tions to the practical adoption of the measure, and to 
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introduce it in a form that should not excite opposition, 
or risk failure, from its too large dimensions. 

To complete this scheme the Local Governments 
ought to have some interest in the salt revenue also ; 
there are, however, difficulties in arranging this.* 
Except in Burmah the .salt revenue brought to 
account in each province is not the duty levied upon 
the consumption of salt within the province ; it would 
be difficult to ascertain the true local consumption, and 
objectiomible to allow to a Local Government a share 
in the duty levied on salt consumed beyond its juris- 
diction. 

The foregoing is an outline of the measures for 
completing the policy of financial decentralisation 
which Sir John Strachey proposed, and the needful 
details of which have been worked out by Mr. Chap- 
man ift the department of Finance with much care 
and labour. The jilan awaits the consideration of 
the Government of India.^ Under it, instead of the 
general allotment now made, amounting to about 
4,250,000/., specific proportions of the sejiarate items of 
revenue would be assigned for provincial purjioses, 
amounting in all to about 7,000,000/., with a cor- 
res])ouding addition to the charges that wt)uld» become 
provincial, so that the provincial income and expenditure 
would be raised from 14,500,000/. to 17,000,000/. 

The facts and figures given in this chapter and' 
elsewhere show how completely successful this policy 
of decentralisation has been. Viewing it in its finan- 
cial aspect, Ave find that in the last twelve years there 
has been, on the whole, no increase in the charges 

^ While these pages were passing through the press, the decision of the 
Government to carry out arrangements based on these plans has been 
announced. 
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under the chief provincial heads, the only exceptions 
being a moderate growth of the expenditure upon 
education, medical services, the internal civil adminis- 
tration, and gaols. The provincial revenues are 
•flourishing, and show every indication of successful 
management. The aggregate surplus of provincial 
revenue over expenditure during the twelve years has 
amounted to more than 2,000,000/., so that the provin- 
cial treasuries were able without difficulty between 
1879 and 1881 to contribute 670,000/. towards the 
necessities of the central treasury arising from the war. 
The total amount standing to credit as the provincial 
and local balances was at the end of 1880-81 rather 
more than 3,000,000/., and in 1881-82 is estimated at 
2,500,000/., after providing for an increased expenditure, 
compared to the previous year, of nearly 1,000,000/. 

The administrative results are equally satisflictory. 
Controversies between the Central and the Local 
Governments are now almost unknown ; the transaction 
of public business has been greatly facilitated ; and the 
Local Governments are generally well content, not only 
with their financial position, but with the wide measure 
of administrative independence which they have ob- 
tained. 'And" this last is the greatest result of all. 
Interference with the petty details of expenditure 
necessarily involved interference in all the details of 
‘administration. The Local Governments are incom- 
parably stronger than they were, and the efficiency of 
aU the most important branches of the public service 
has been increased. As was said at the beginning of 
this chapter, the whole system of Indian administration 
has been profoundly affected by this change. The 
Viceroyalty of Lord Mayo will ,be honourably remem- 
bered for its introduction ; to that of Lord Lytton 
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belongs the honour of its accomplishment. The reform 
is now not far from complete, all that* remains being 
to make final improvements of detail, and to give the 
policy an extension in a direction which Lord Lytton’s 
Government had desired, but was unable to accom- 
plish. The nature of this extension will be briefly 
stated. 

The arrangements which have been described relate 
almost exclusively to the receipt and expenditure of 
the ordinary revenues. They should be supplemented 
by others, more completely handing over to the Local 
Governments the responsibility for applying borrowed 
funds to works of public improvement. It would have 
been the aim of Lord Lytton’s Government to appro- 
priate suitable sums, projiortional to the ascei'tained 
wants the several provinces, in a manner that would 
have secured to tlie Local Governments reasonable 
continuity in their operations, and would have freed 
them in respect to tins part of tlieir duties from the 
necessity of constant references and appeals to the 
Central Government, in a way similar to tliat which has 
been accomplished in dealing with the ordinary funds 
derived from the revenues. The measure^ of Provincial 
decentrahsation ■will not be complete until the Local 
Governments have been invested Avitli full responsibility 
for the financial administration of all branches of the. 
pubhc service, the executive management of which is 
placed in their hands ; and Avith this responsibility 
should be joined that of originating all measures needed 
for the good government of their respective charges. 
Were this done, the Government of India would be 
freed, as it should be, from all details of local business, 
and would assume its proper position of a controlling 
authority only. 
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One direction in which the efforts of Lord Lytton’s 
Government tfius to extend the powers of the Local 
Governments were frustrated calls for special notice. It 
is plainly an object of considerable importance to obtain 
the co-operation of local capitalists in the prosecution 
of useful works. In the North-Western Provinces, 
Sir W. Muir, when Lieutenant-Governor, undertook a 
branch railway on this principle. A large part of the 
requisite capital was supplied by persons locally in- 
terested in its success, the residue being made up from 
the Provincial funds. A moderate guarantee of interest, 
to be met from Provincial revenues, was promised on 
the capital locally subscribed, as well as the right to 
participate in half the profits in excess of the guaranteed 
interest. A local committee of native gentlemen was 
formed from among the subscribers of the capital# whicli 
was consulted as to the tariff and business arrangement.s 
of the line. 

The success of this undertaking, wliich almost from 
the outset gave a return a little in excess of the gua- 
ranteed rate of interest, and caused no burden on the 
Provincial revenues, made it clear tliat tlie plan miglit 
be usefully adopted in other cases, and the Local Govern- 
ments, generally, were invited to adopt the system, 
under certain rules which were framed to secure financial 
regularity, and prevent the undue extension of the Pro- 
vincial liabilities. Two or three works of local interest 
were immediately brought forward for prosecution in 
this manner ; considerable sums were subscribed locally 
for them ; and the subsequent great success of one of 
them, the Patna and Gya Eailway, shows that the plan 
was one of much promise. But before it had received 
such a development as would certainly have rendered 
most valuable assistance in the extension of works of 
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local improvement, and would have initiated a system 
of true local co-operation for such purposes, the Secre- 
tary of State issued orders which had the effect of 
arresting all further progress in this direction. He 
required that all money raised locally, under engage- ’ 
ments by the Local Governments to pay interest from 
the Provincial revenues, should be treated as though it 
had been borrowed by the Imperial Government, and 
that the amount thus provided should be deducted 
from th(? limited sum to which he had restricted the 
loans for the ])rosecution of Public Works. It followed 
that the Local Governments could not increase the 
means at their disposal by thus receiving local aid. All 
inducement to seek it was removed, and a plan of the 
greatest pi’omise fell — still-born. The centrahsing power 
of tlie^ Government of India, and of the Secretary of 
S' ate acting through tliat Government, which it had 
been desired to i-elax in a new direction, was strictly 
maintained, and the means of developing a healthy and 
useful spirit of local co-operation and self-support, which 
it had been proposed to give to the Local Governments, 
were withheld. 

The reduction of the total amount to be spent on 
productive works, and the refusal to authorise* this use- 
ful extension of the powers of the Local Governments, 
were subsequently followed by still further restrictions, 
both on the classes of works that might be undertaken 
with borrowed money, and on the application to them 
even of funds obtained from the revenues of the year. 
It is hardly necessary to point out how little such a 
restrictive policy finds any justification, either in the 
present state of the finances, or in the actual results of 
the different course that was till lately followed in this 
matter ; how manifestly it stands in the way of the 
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reasonable development of Provincial administrative 
and financial ies])onsibility5 on which the future pro- 
gress of India essentially depends ; nor how seriously it 
must interfere with the early provision of those means 
*of protection against future calamity, wliich a true 
perception of the demands of good government and 
ordinary humanity ahke require. 

The following extract from a Eesolution of tlie 
Government of Bengal, reviewing the position of that 
province at the commencement of the present* financial 
year^, affords the best possible corroboration of the views 
expressed in this chapter. The able Lieutenant-Governor 
of Bengal, Sir Ashley Eden, wliose independence of 
judgment and freedom from all disposition to exaggera- 
tion are beyond question, and whose cordial co-oi)eratioii 
with the Government of India in all matters aljTecting 
the financial administration calls for special acknow- 
ledgment, uses these words : — 

* That the system of decentralisation has been thoroughly 
successful in Bengal is sufficiently clear from the foregoing 
sketch. The revenues have rapidly increased, independently 
of any new taxation ; useless expenditure has been curtailed ; 
and funds have been made available for improvement under all 
branches ^f thef Administration. All grades of the service have 
shown the deepest interest in increasing the resources of 
Government, under the belief that the surplus revenue would 
be available for the good of the i>rovince. The three heads of 
improvable revenue made over to the management of the Pro- 
vincial Government, with an income of 165^ lakhs in 1876-77, 
will "Stand with an income of not less than 217^ lakhs in 
1881-82. In the meanwhile, the Lieutenant-Governor has 
been able to carry out numerous works of improvement on his 
own responsibility, many of which, under the previous system, 
would have been indefinitely postponed. Besides making a 
special contribution of 20 lakhs to the Imperial treasury in 
time of need, he has been able during these five years to in- 
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crease the staff of executive and judicial oflScers ; to provide 
increased facilities for the administration of justice ; to increase 
the grant for education ; to make grants in aid of district com- 
munications and of works of drainage, sanitation, and municipal 
improvement ; to build schools, colleges, and hospitals ; to re- ^ 
place the huts in which the public business was ^transacted, or 
prisoners were confined, by substantial masonry court-houses 
and gaols ; to spend 20 lakhs on railways which will bring in 
a large return, 5^ lakhs on tramways, | of a lakh on a steamer 
service to imj)rove communications with Assam, and 2 lakhs on 
a road to develop the trade with Thibet ; to spend 1 1 lakhs on 
the first portion of a work which will develop the trade of Orissa 
and protect it from famine ; and to spend 38^ lakhs on im- 
proving navigation and providing a supply of pure water for 
the people. While 77^ lakhs have thus been expended on 
gi*eat measures of material improvement, and the expenditure 
on Ordinary Public Works has been increased from Rs. 25,12,000 
in 1877-88 to Rs. 63,53,000, exclusive of expenditure on pre- 
liminary works of railway construction, in 1881-82, and while 
no legitimate outlay has been spared to strengthen every de- 
partment of the Administration, the five years’ period, which 
oj^ened with a credit balance of Rs. 2,88,000 only, will close 
with a credit balance of at least Rs. 14,46,000. When it is recol- 
lected that under the system which prevailed before 1871 every 
new charge required the sanction of the Imperial Government, 
that the decision on the demands of each province took no 
Neognisance of the extent to which it had contributed to the 
general Exchequer, that nothing was to be gained by economy, 
because money left unspent by any one Government was 
praV^tically lost to it and only went to increase the amount to 
be scrambled for by all, some idea may be gained of the advan- 
tages which Bengal has reaped from the control of its own 
finances. There is no department of the service which has not 
felt the benefit of the financial independence conferred on the 
Government immediately responsible for its administration.’ 

It may not be out of place here to point out how 
the measures of which this chapter gives an account, 
differ from certain proposals made by Mr. Bright some 
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years ago. He told us in eloquent terms that it was 
folly to suppose that so vast a country as India, with 
all its different nations and languages, could ever be 
bound up into a single State. ‘ What you want,’ he 
• said, ‘ is to decentralise your Government. What 
would be thought if the whole of Europe were under 
one Governor who knew only the language of the 
Feejee Islands? ’ The basis of truth in these observa- 
tions is obvious and undisputed. But the projects by 
which l^Ir. Bright would have abolished the Governor- 
General in Council, and established half-a-dozen se- 
parate Governments in India having little or no con- 
nection with each otlier, and each of them directly 
subordinate to the Government at liome, would if 
carried out have hardly failed to destroy our Indian 
Empire. Although it is true that we ought ^to de- 
centralise our administration, the last thing we ought 
to desire is to diminish the authority of the Central 
and Supreme Government. The one thing most essen- 
tial to India is a strong Central Government. We shall 
certainly never get such a government except in India 
itself, and it is difficult enough to get it even there. 
Experience has fully established that the only way to 
secure tfiis object, and to maintain a true imperial 
control, is for the Central Government to refuse to 
meddle with details which the local authorities alone 
can understand, and with which they alone can in- 
telligently deal. 
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FIXAXCIAL MEASURES FOR MEETIXO FAMINE LIABILITIES. 

• 

I’AMTNE LIABlLITtES MUST BE MET FROM REVENUES — THEIR HEAVY AMOUM 
^LORR SALISBURY S OPINION OF NECESSITY FOR LOCALISING THEM — 
DANOCR OK MEETING THEM BY BORROWING — PROVINCIAL REVENUES OK 
BENGAL MADE LIABLE FOR CHARGES ARISING FROM RAILWAYS AND IRRIGA- 
TION WORKS — SIMILAR STEPS IN NORTH-WESTERN PROVINCES — LORD 
Northbrook’s views— famine expenditure estimated at one-anb- 
A-HALF MILLIONS YEARLY — DECISION TO OBTAIN SPECIAL YEARLY SURPLUS 
OF THIS AMOUNT — TO BE APPLIED DIRECTLY OR INDIRECTLY IN REDUC- 
TION ^)F CHARGE FOR DEBT — FRESH TAXATION HOW FAR NEEDED — 
ACTUAL RECEIPTS FROM NEW TAXES — MISCONCEPTIONS AS TO FAMINE 
INSURANCE— (’REAT I ON OF A FUND NOT PROPOSED — PLAN NECESSARILY 
TNOPERAII^E IN ABSENCE OF REAL SURPLUS — CHANGES OF POLICY MADE 
BY HOME GOVERNMENT— SUBSTANTIAL REALISATION OF SCHEME OF IN- 
SURANCE. 


Amoxg the measures which have engaged the attention 
of tlie Government of India during the last ten or 
twelve years, none have surpassed in their importance 
those which had their origin in the distinct recognition 


of the obligation to provide against the liabilities, 
financial as well as administrative, arising from the 
destructive seasons of drought to which almost all 


parts of India are periodically subject. These habdities 
included not only the necessary direct relief of tlie 
population which suflers fi'om scarcity or famine, but 
the obligation to carry out those public works which, 
as experience has proved, afford the only true safe- 
guard against such calamities. The very heavy expen- 
diture which famine has entailed has been already 
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referred to. How the administration of Lord Lytton 
dealt with these matters will now be described. 

Shortly after Lord Lytton assumed the office of 
Viceroy, the south of India was visited by a most de- 
structive drought and famine, the measures for the relief 
of which were necessarily on such a scale of magni- 
tude, and followed so closely on the enormously costly 
operations thought requisite for meeting the famine in 
Bengal in 1874, that it became evident to the Govern- 
ment that one of the most obvious and important duties 
which the State was called upon to discharge, was that 
of maturing and can’ying into execution jdans for 
guarding against the financial consequences of the 
outlay on rehef, which threatened to become ruinous. 
This question had to be taken up in a time of great diffi- 
culty, while the most serious drought of modern times 
was devastating the provinces of Madras and Bombay. 

In a despatch, dated November 25, 1875, reviewing 
the relief measures adopted in Bengal in 1874, liord 
Salisbury had called the attention of the Government of 
India to the question of the proper incidence of the 
charges which have to be incurred for the relief of 
famine. These, he argued, should be localised as far 
as possible. He said that, however plain may be the 
primary obligation of the State to do all that is possible 
towards preserving the lives of the people, it would be 
most dangerous, eithei’ to make the general revenues 
bear the whole burden of meeting all local difficulties 
and of relieving aU local distress, or to supply the need- 
ful funds by borrowing in a shape that establishes a 
permanent charge for all future time. 

The first practical recognition of the principle on 
which Lord Salisbury thus insisted was given in March 
1877 by measures whi(jh had for their object the im- 
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position upon the several provinces of responsibility for 
the charges incurred in providing canal^ and railways 
to give protection to the people against famine. 

The famine which* prevailed in Soifthem India 
rendered it impossible at the time to think of imposing 
fresli burdens on Madras and Bombay ; and the first 
measures of the Government were confined to the Ben- 
gal Presidency, including Bengal, the North-Western 
Provinces and Oudh, the Punjab and the Central Pro- 
vinces. 

It was estimated that in Lower Bengal the capital 
outlay incurred by the Government on canals and rail- 
ways, in operation or under construction, would be at 
least 8,000,000/. To enable the Local Government to 
discharge the interest on the capital expended on these 
works, and to meet similar obligations in the future, a 
nrovindial cess, of which more wiU be said further on, 
was imposed u])on the laud in Bengal. 

Similar obligations for the same purpose were at 
the same time imposed in the North-Western Provinces, 
but they were much lighter than in Bengal ; and to 
enable the Local Government to meet its new liabilities, 
all that was thought necessary Avas the introduction of 
a ■'■ery light licence tax upon traders, estimated-to yield 
50,000/. a year. 

This was in the beginning of 1877. In December of 
the same year the Government announced the measures 
by which it hoped to complete a sufficient insurance of 
the whole country against the financial consequences 
of famine ; and early in 1878 those measures were 
carried into eflect. The principle which underlies the 
policy they involved had been publicly recognised by 
Lord Northbrook after the famine of 1874 in Northern 
Bengal. He said that famines could no longer be 
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treated as abnormal or exceptional calamities, and that 
sound financial principles required that the grave ob- 
ligations which they entailed upon the Government 
should be explicitly recognised and provided for among 
the ordinary charges of the State. Witliin the previous 
ten years three serious famines had occurred. The 
drought of 18G6 led to famine in Beliar and Orissa ; 
the failure of the rainy season in 18G8 and 18G9 caused 
severe distress over a great tract of country in Northern 
India ; and in 1874 came the famine in Bengal. As it 
could not be doubted that India was liable to the 
periodical and not unfrequent occurrence of such calami- 
ties, Lord Northbrook justly concluded that to attem])t 
to meet them merely by borrowung without a simulta- 
neous increase of income Avould be financially ruinous. 
‘ Whatever means,’ he said, ‘ we may take to obviate 
or mitigate them, it must, under present circumstances, 
be looked ujion as inevitable that famines will from 
time to time occur.’ lie therefore declared that, to 
enable the State to meet the obligation of preventing 
and relieving famine, it Avas necessary to secuire, in pros- 
j)erous times, a sul)stantial surjdus of revenue over ex- 
penditure, in addition to that necessary margin which a 
prudent,, administration always requires for the ordinary 
servibe of the State. Due provision would thus be 
made for meeting occasional expenditure on famine. 
He said that if this surplus were devoted in years of 
prosperity to the reduction of debt, or to preventing the 
increase of debt for the construction of productive 
public works, there woidd be no objection to the public 
expenditure exceeding the public revenue in occasional 
years of adversity, so that we might then meet the 
charges on famine froni borrowed funds to the full ex- 
tent to which our surplus had permitted the discharge 
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of debt or prevented its increase. * The principles thus 
enunciated by Lord Northbrook were fujly accepted by 
the Secretary of State, Lord Salisbury, but no steps 
were taken to put them in practice until they were 
made the basis of the pohcy carried into effect by Lord . 
Lytton. 

The actual expenditure on famine rehef, including 
remissions of laud revenue, in the five years from 1873 
to 1878, was nearly 16,500,000Z. But there was good 
reason for believing that this had been a period of 
exceptional disaster, and the Government came to the 
conclusion, necessarily in a somewhat arbitrary manner, 
that, taking an average of years, the annual cost of 
relieving famine, including loss of revenue and actual 
expenditure, was not likely to exceed 1,500,000^. It is 
satisfactory to find that the ])robable sufficiency of this 
asKumfltion has been confirmed by the subsequent 
elaborate inquiries of the Famine Commission, which 
lias estimated the yearly average charge at 1,250,000/. 

‘ Considering,’ the Commission saj’s, ‘ the doubts that 
must necessarily surround any such estimates, the ac- 
cordance of tlie sum thus obtained with the 1,500,000/, 
adopted by tlie Government of India in 1878, seems to 
jut 'ify the belief tliat this last-named amount is not 
likely to be exceeded as the average charge for famine 
relief over a series of years.’ ^ 

The Eeport of the Famine Commission gives so clear 
and succinct an explanation of the policy adopted, of 
the principles laid down, and of the objects aimed at 
by Lord Lytton’s Government, that it may usefully be 
quoted here : — 

‘ The Government,’ it says, ‘ has, with good reason, pro- 


^ Jieport of Indian Famine Commission^ part i, paragraph lOQ. 
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ceeded very cautiously m its arraugements for localising the 
expenditure which fiunines must involve. It was declared that 
the Local Governments should henceforth be regarded as 
responsible, to the full extent of what was possible, for providing 
the means of protecting the people of their own provinces 
against famine, and of meeting the cost of relief when famine 
actually occurred. As to the first of these objects, arrangements 
were made under which a guarantee might be given by each 
province for the interest on the capital expended on its own 
railways and canals, and the sources of income necessary for the 
discharge of this liability being at the same time entrusted to 
it. As to the second, it was expected that, by economical and 
judicious control of the expenditure on the numerous brandies 
of the administration which have been transferred to Provincial 
Governments, a balance would be secured which would beavail- 
able for puri^ioses of relief, and that such balances standing to 
the credit of provincial revenues should be exhausted before the 
imperial treasury could be drawn upon. But it was recognised 
that there was a limit beyond which the provincial revenues 
could not supply relief, and that resources must be creat(‘d 
from which the central authority could supplement provincial 
funds on occasions of widespread and severe fiimine ; and it was 
to this end that arrangements w^ere made to secure a suqilus of 
1 J millions of income over ordinary expenditure, in addition to 
the annual surplus of half a million otherwise reg-arded as 2)roper. 
It was determined that this surplus should not bike the form 
of a fund specially allocated to meet the cost of famine relief, 
because such an arrangement would be financially inconvenient 
and objectionable. The intention was simply that a source of 
revenue should be provided which would enable the Government 
to cany out the principle cn which it had for some years insisted 
— that the relief of famine distress must be regarded as a charge 
constantly liable to recur, which must be met like all other 
obligatory items of State expenditure. The money obtained, or 
so much of the 1 J millions as remained after meeting charges 
for famine during the current year, was to be a2)plied to the 
discharge of debt, or the prosecution of remunerative public 
works of a character likely to give protection to the country 
against the effects of drought. Such works might be expected 
to produce an income equal to the interest on the capital spent 



161 


FAMIIfE INSURANCE l^OPaSE®. 

f 

on them, and thus lead to a result financially identical with the 
discharge of d^bt, but otherwise more beneficigl from the pro- 
tection given by the works. As the Government was engaged 
in carrying out productive public works, the expenditure on which 
involved annual loans to the extent of three or four millions, 
the plan practically operated in reducing, to the extent of the 
surplus, the sum to be thus borrowed. We see no reason to 
doubt that the general arrangements thus made were in the actual 
circumstances well suited to meet the difficult problem that had 
to be solved, nor is it easy to see how such heavy and irregularly 
recurring charges as those that arise from the relief of famine 
on a great scale of severity and extent, could otherwise be met 
than by borrowing when the calamity occurs and by discharging 
the debt in times of prosperity, or securing such an increase of 
revenue from productive works as shall cover the interest on the 
debt.’ 1 

According to this plan, the Government, when the 
counti;^ is free from famine, would virtually reduce the 
jm'olic debt by 1,500,000/. a year, or prevent debt to 
that amount, and resources would thus be stored up in 
years of prosperity, by means of which, when famine 
actually occurs, it would be possible to discharge the 
heavy obligations which then fall upon the State. 

The Government in 1877 came, as elsewhere stated, 
to the conclusion that the ordinary income and expen- 
diture of the State might at that time be considered to 
be, for practical purposes, in a state of equilibrium. It 
was therefore, in the opinion of the Government, neces- 
sary to improve the financial position by 1,500,000/. a 
year on account of famine liabilities alone, and in addi- 
tion to this to provide a margin on the annual esti- 
mates of at least 500,000/. to meet unforeseen con- 
tingencies. 

A considerable portion of this total sum of 
2,000,000/. was supplied, without any addition to the 
' Rpportt part i. paragraphs 176, 176. 

M 
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jftiblic btirdens, either imperial or local, by the transfer 
of charges to •the Provincial Governments under the 
measures of financial decentralisation of which I have 
spoken ; but fresh taxation was thought necessary to 
• complete the whole amount required. 

The new taxes actually imposed will, be described 
elsewhere ; it will now be shown what financial success 
has attended these efibrts of the Government towards 
insuring the country against the liabilities entailed by 
the periodical occurrence of famine. • 

The question whether this object has been gained 
is practically identical with the question, which has a 
much simpler appearance, and which has already been 
answered in a previous chapter of this work, whether 
we have really secured a substantial annual surplus 
of income over ordinary expenditure of not less than 
2,000,000i. a year. ^ 

This was to be ascertained on a comparison of the 
revenue with the expenditure, after excluding the ex- 
penditure on productive public works, which, to what- 
ever extent was necessary, might be provided for by 
loan. That portion of the surplus which was especially 
required to meet famine liabilities, or 1,500,000^., would 
be qpbjlect fo reduction by any amount which might 
be expended on famine relief, or which might be lost 
in the shape of remission of revenue on account of 
famine. The remaining 500,000Z. of the required sur- 
plus might be reduced by expenditure of an obviously 
abnonnal and extraordinary character. In other words, 
it was desired to secure an income suflGicient to meet 
all ordinary charges year by year, besides 1,500,000/. 
for famine, and also all extraordinary charges up to 
500,000/. More than this was not aimed at. For 
heavy war expenditure, for instance, no provision was 
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^ made beforehand, and it would, have been absurd to 
attempt to do so. • 

The’ amount of new taxation actually imposed 
amounted originaUy to 1,345,000?., and is now about 
1,000,000?. Whether the public accounts have shown* 
deficit, surplus, or equilibrium, it is indisputable that 
if the new taxes were not applied to stimulate fresh 
expenditure, they must have prevented debt, or per- 
mitted its reduction, to the exact amount which they 
have yielded, and that, when famine occurs, our re- 
sources for meeting it will be increased by an amount 
exactly equal to the amount obtained from those taxes, 
with compound interest upon them. 

The actual sum which they are estimated to have 
yielded in the aggregate in the three years since they 
were ^mposed is 3,393,891?. In the same period the 
actual or estimated expenditure on famine relief was 
417,420?. Therefore the taxation thus levied in these 
years has enabled us to defray the expenditure on 
famine relief, and to prevent debt to the amount of 
2,976,471?, with interest on this sum, and therefore 
to improve the general financid position to the same 
extent apart from other independent causes of expendi- 
ture, and to obtain a corresponding resoiirce av^lable 
in the future. That this result has been achieved is 
self-evident ; it is independent of the surplus or deficit 
of the revenue as a whole, and requires no further 
demonstration. 

It has been asserted that the proceeds of these 
taxes have not been expended on the objects for which 
they were imposed, but on the prosecution of the 
Afghan war. Such assertions are based on miscon- 
ception of the facts. These taxes were imposed to 
enable the State to meet its future liabihties for the 
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relief of famine. Their proceeds have been devoted to 
meeting these liabilities as certainly as if they had been 
actually expended on famine relief, or had been applied 
to the direct repayment of debt. If these taxes had 
’not existed during the last three years, the revenues 
would, as was shown, have been less by nearly 3,000,000^. 
than their actual amount : consequently the amount 
available for meeting the whole public expenditure, 
including that on the war, which has obviously not 
been affected in any way by these taxes, has been in- 
creased by this sum, and the amount to be borrowed 
has been reduced by the same sum : in other words, 
the public debt is now 3,000, 000^. less than it would 
have been. It is plain, therefore, that when serious 
famine next occurs we shall be able, if necessary, to 
borrow 3,000,000^. for its relief, without creating liabi- 
lities of a larger amount than that by which the present 
increase of the general liability has been prevented ; 
any increase of debt due to the war is beyond the 
present discussion. 

There has been much misunderstanding in regard to 
the so-called Famine insurance fund or surplus, which, 
in fact, was never designed to be anything more than a 
mera surplus of annual revenue over expenditure, 
though the necessity for it arose from a particular 
cause. It was impossible for the Government, even if 
it had desired to do so, to have given a different 
character to this surplus, unless, indeed, the expedient 
had been adopted of paying the proceeds of the new 
taxes into a separate fund to be applied only to specified 
purposes. From the very first, and at all times, every 
idea of this sort was repudiated by the Government as 
out of the question, foolish, and impracticable, and no 
doubt will be equally repudiated in the future. 
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In further explanation of this point reference may 
be made to the following extract froih the Budget 
Eesolution of 1879-80. 

‘ The propriety of the course followed by the Government last 
year in refusing to constitute any separate fund in connection 
with the famine arrangements has thus, it may be added, been 
justified by the event. Foreseeing the possibility of such a 
contingency as that which has actually occurred (namely, the 
anticipated failure of the surplus in consequence of the heavy 
fall in the exchange and the cost of the Afghan war), Sir John 
Strachey spoke in the Legislative Council on February 9, 1878, 
as follows : — 

“ Any other decision might lead to results probably not con- 
temjJated by those who have suggested the establishment of a 
separate fund ; I mean that this might involve the necessity 
for imposing fresh taxation. Suppose, for instance, that the 
l)roduai^ of the new taxes were, by law, strictly set apart from 
the general revenues and paid into a separate fund only to 
be applied to specified pu]q)oses ; if then any sudden change 
of circumstances arose, calling for seriously increased expendi- 
ture, or causing a considerable falling off in the revenue, we 
should have to choose between the imposition of fresh tixxes and 
the abrogation of the law constituting the fund, for I set aside 
the idea of meeting the ordinary charges by borrowing as a 
course financially inadmissible. This dilemma might arise, 
though the pressure was likely to be only temporary^ nor can 
any one say that such a contingency would be at all improbable, 
or that it might not occur at any moment. With all my desire 
to see the pledges maintained that we have given as to the 
application of a sum not less than l,500,000i., as an insurance 
against famine, I think it would be irrational, under many cir- 
cumstances that I can conceive, to object to the temporary 
diversion of any necessary part of the revenue fix)m this purpose 
with the view of obtaining relief which might be no less urgently 
required than that which experience has taught us to be 
requisite in meeting famine. Without thinking of a future 
far removed from us, events might of course happen which 
would make it impossible even for us who have designed these 
measures to maintain our present resolution.” 
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In the very nature of the case, a real sinking fund 
involves the e:^stence of a real surplus, and the above 
extract clearly shows that this was well understood. 
Indeed in circumstances such as had been foreseen, 
and were very soon to arise, the only effect which 
the specially created resources could have, would be 
the indirect one which has already been explained. It 
is obvious that the measures which were proposed 
could have no effect in averting other causes of ex- 
penditure, or in preventing debt being incurred for 
other objects, and that so long as the surplus was dis- 
sipated never mind how, or as debt was increased never 
mind why, no real sinking fund operations could be 
carried out. 

That the misunderstanding which has been alluded 
to may have been due to want of precision /a the 
original explanations of the policy of the Government is 
not denied. When these questions were first brought 
forward, being, as they were, new and comphcated, 
they were not in their financial aspect very easy to 
comprehend, and some things were undoubtedly said 
• which not unnaturally gave rise to misinterpretation. 
Moreover, tlje difficulty which the public has had in 
understanding this matter has been increased by the 
fact that the original policy was afterwards greatly 
modified by Her Majesty’s Government, and some of 
the statements of the Government of India thus ceased - 
to be applicable. This observation applies especially to 
the orders of the Secretary of State, given in accordance 
with the recommendations of a Committee of the House 
of Commons, by which the Government of India was 
obliged greatly to reduce its expenditure on those 
works the construction of which it had looked upon 
as the best safeguard against famine. If Lord Lytton’s 
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beneficent and admirable schemes for the protection 6f 
the* country have been abandoned or* postponed, it 
has certainly not been his fault. So far as his Govern- 
ment has been concerned, there was at no time any 
change of policy in regard to the subject of famine ' 
insurance, or to the construction of necessary public 
works, or any failure to carry out any of the intentions 
with which the new taxation was imposed. 

But no apology or explanation is in truth needed for 
any part* of these measures. So far from the famine 
insurance policy having failed through the faults of its 
originators, the fact is indisputable that notwithstanding 
all the difficulties of the actual situation, the net charge 
for interest on the public debt, after making allowance 
for the receipts from public works, has actually been 
reduo^d during the past three years by a much larger 
sum than had been aimed at. The net charge for 
productive public works and interest on debt fell from 
4,070,000/. in 1877-78 to 3,093,000/. in 1880-81 ; that 
is, more than 900,000/., which is equivalent to a dis- 
chai’ge of debt of about 20,000,000/., so that instead of 
there having been any failure in the policy, it has 
obtained an altogether unexpected measure of success, 
and in the precise manner that had been from* thfi first 
designed. 



CHAPTER XI. 

MEASURES FOR GIVING PROTECTION AGAINST FAMINE. 

BECTTRRBNCE OF FAMINE STILL UNAVOIDABLE— MEASURES OF ALLEVIATION 
AND PREVENTION POSSIBLE — NECESSITY FOR APPLYING THEM — LORD 

Northbrook’s opinion — ^extension of railways and irrigation 
RE aUIRED — insufficiency OF MEASURES ACTUALLY TAKEN — LORD 
LYTTON’s PROGRAMME— EMIGRATION NOT APPLICABLE — IMPORTANCE OF 
EARLY EXTENSION OF CHEAP RAILWAYS — VALUE OF IRRIGATION — CO- 
OPERATION OF LOCAL GOVERNMENTS TO BE SECURED— STEADY SUPPLY 
OF FUNDS ESSENTIAL — PLANS FRUSTRATED BY ORDERS FOR REDUCTION 
OF OUTLAY ON PRODUCTIVE WORKS— OTHER RESTRICTIONS 1J???0SED — 
APPLICATION OF HALF OF FAMINE SURPLUS TO UNRBMUNERATIVE WORKS 
PROPOSED — OBJECTIONS STATED TO THIS ARRANGEMENT. 

The periodical recurrence of seasons of drought in 
India must be regarded as a physical necessity, and, in 
the present condition of the country, famine in an ex- 
treme form must at times be unavoidable. The gradual 
advance of the economical position of the people can 
alone.bring complete remedies ; nor need we doubt that 
a security may some day be attained equal to that now 
enjoyed in other countries, which, as their past history 
shows, long remained liable to periodical famines hardly 
less disastrous than those which have recently devas- 
tated India. 

But it is certain that it is already possible to pre- 
vent, or very greatly to alleviate, by ren^edial measures 
the worst effects of scarcity. When provision had been 
made against the financial liabilities to which it had 
become obvious, that the State was exposed in the 
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future by the recurrence of famine, it still remained, 
therefore, to supply such direct meansi of protection 
and prevention as were practicable, and Lord Lytton 
regarded this object as being, if possible, even more im- 
portant than financial security. 

After the famine in Bengal Lord Northbrook had 
insisted upon the duty which rested on the Government 
of sparing no efforts to provide railways and canals 
for this purpose. In the financial statement for 
1874-75, ‘reference having been made to the necessity 
of providing a sufficient surplus of income over ordinary 
expenditure to meet periodical charges on account of 
famine, it was said that there remained — 

‘ the further and more important consideration, whether the 
disastrous effect of periodical failures of rain may not be miti- 
gated, ^d to a great extent obviated, by the extension of irri- 
gation works, and of railways or other means of communication. 
This subject has constantly received the attention of the 
Grovemment of India. Already a vast area of country has been 
rendered secure from the effect of a failure of rain by the irri- 
gation works w'hich have been originated or renewed by the 
British Government. Had it not been for the large expenditure 
upon the construction of the guaranteed railways, it would have 
been physically impossible to have taken adequate precautions 
to preserve the lives of the people in Behar. In**the forecast of 
expenditure upon reproductive public works, published in July 
last (1873), it was announced that 2,700 miles of railway and 
irrigation works, calculated to secure from liability to drought 
50,000 square miles of country, would be constructed during 
the five years ending with 1877-78 at a cost of 22^ millions 
sterling. This programme is sufficient to show that, before the 
occurrence of the drought of last year, the Government of India 
were fully alive to the necessity of a vigorous prosecution of 
such works. A general view is now being made of the position 
of the whole of Her Majesty’s dominions in India as regards 
liability to famine from the want either of the works of irriga- 
tion or of means of communication. It will be the duty of the 
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dovemment to consider how for it may be desirable to accele- 
rate the construction of reproductive public works, and, if so, 
how the necessary funds shall be provided.’ 

But, as has too frequently been the case on other 
occasions, these promises were not followed up by any 
sufficient action. After the immediate pressure caused 
by the occurrences of 1874-75 had passed away, things 
went on in their old routine. If such a review of the 
wants of the country as was spoken of was actually 
made, nothing came of it, and so far from any accelera- 
tion of the construction of productive public works 
having ensued, a disposition to reduce the available 
funds began to find favour. 

The subject, however, was once more taken up by 
Lord Lytton, with the serious intention of doing all that 
it was possible for a Government to do toward® pre- 
venting famine, and furnishing the country with the 
macliinery by which, when it occurred, the largest 
practicable amount of relief could be most speedily and 
effectually distributed. The new taxation, and the 
other measures by which the finances were improved, 
gave the means of carrying out these objects with a 
certainty and rapidity which it would otherwise have 
beenfimpossible to insure. 

A nobler, more humane, or wiser programme was 
never devised by any Government for the benefit of a 
country than that put forth by the Government of 
India in 1878 for the protection of India against this 
most' terrible and ruinous and far-reaching of all 
natural calamities ; and until it is brought into far more 
complete operation than has hitherto been permitted, 
the most urgent of the duties of the British rulers of 
India to the vast population they have undertaken to 
govern will be left unfulfilled. The following extract 
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from Lord Lytton’s speech before the Legislative 
Council ^ is quoted at length, as containing the clearest 
exposition of the whole subject of providing the country 
with protection against famine, through the instru- 
mentality of public works, and his words deserve to 
be remembered among the wisest utterances of Indian 
Governors. 

‘ The statement made by Sir John Strachey will, I trust, have 
satisfied the Council that the additional revenue now required 
by the G-ovemment, and the increased burdens which must con- 
sequently be borne by the people of India, are the inevitable 
consequences of famine, and of famine only. I will not abuse 
your sympathies by harrowing your feelings with any descrip- 
tion of the ghastly scenes I have witnessed this year in Southern 
India ; scenes which, horrible as they were, only partially re- 
vealed the mass of unseen, unuttered misery that lay behind 
them. ^ feel sure you will believe that no such sights were 
needed to impress me, and I am equally confident that no such 
descriptions are needed to impress this Council, with a profound 
sense of the paramount obligation now resting on us all to spare 
no effort for preventing the recurrence, or mitigating the 
effects, of such calamities. But of one thing I am convinced — 
our efforts must fail if they be merely the uneducated offspring 
of casual impulse and indefinite sentiment. The primary con- 
dition of successful effort is the strictly sympathetic subordina- 
tion of it in all directions, and in all details, to fee verified re- 
sults of experience, and the carefully ascertained conditions of 
what is practically possible. It is not by the indulgence of that 
morbid sensibility to the dramatic elements of horror which so 
unconsciously simulates compassion, it is not even by exclama- 
tory utterances of a generous impatience, or a genuine grief, 
under the painful contemplation of the sufferings of our fellow- 
creatures, that we can practically prevent or alleviate such 
national calamities as those through which Southern India has 
been passing during the last two years. I am profoundly per- 
suaded that every rupee superfluously spent on famine relief 

‘ Some sentences have been omitted which are not of importance to 
the present argument. 



172 FINANCES ANI# PUBLIC VTOEKS OF INDIA. 

cfnly aggravates the evil eflfects of famine, and that in all such 
cases waste of money involves waste of life. 

‘ The measures now before the Council have for their principal 
object the provision of that increase of the public income which 
experience has proved to be the first condition of any practical 
insurance against famine ; and, therefore, it is only proper that 
the Council should know how we intend to employ the resources 
which its adoption of these measures will place at our disposal 
for that purpose. 

‘ Our first duty must be, I fear, to recognise and face, with 
all its consequences, the sad but certain fact that, in Ihe present 
social condition of India, famines cannot, for many years (I 
might almost say for many generations) to come, be entirely 
prevented. The population of this country is still almost 
wholly dependent upon agriculture. It is a population whi^jh, 
in some imrts of India, under those securities for life which 
are the general consequence of British rule, has a tendency 
to increase more rapidly than the food it raises from the soil. 
It is a population whose consumption, in many places, ifenches 
too closely on the crops already provided by its industry; 
and which, therefore, runs great risk of having no accumulated 
produce to depend upon, whenever the earth has failed “ to 
bring forth her fruit in due season.” A people permanently 
living under such conditions — 3> people, that is to say, whose 
entire labour provides only just food enough for its own annual 
sustenance — is, it must be confessed, a people removed only 
a few degrees «from a state of barbarism. Until the accumu- 
lated •fruits of industry exceed the current requirements of 
the population for its own subsistence, there can be no growth 
in the wealth of the commimity ; and until the national wealth 
— that is to say, the exchangeable surplus produce of the 
country — has been increased up to a certain standard, there 
can be no adequate security against famine. To the attainment 
of this object, therefore, all our efforts, in every department of 
the administration, must be constantly directed. But, at the 
same time, it must also be always borne in mind that, until 
this object has been attained, no exertions and no expenditure 
on the part of the State can practically do more than provide 
for the restriction and mitigation of periodical scarcity. It is 
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not yet in the power of human science to foresee, still less to 
control, the uncertainty of the seasons ; and this uncertainty, 
which is so constant and violent in India, must always aflBiict with 
exceptional severity any population that is habitually living 
from hand to mouth. Fortunately, however, the material ap- 
pliances which already exist, and only need to be prudently 
developed, in order to provide us with an effectual insurance 
against the worst consequences of famine, are also those which, 
if rightly employed, will most rapidly promote that general in- 
crease of the national wealth on which alone we can reckon for 
the permanent prevention of famine. 

‘ Now, of the countless suggestions made from time to time, 
and more especially during the present year, for rendering less 
bitterly ironical than it still seems, when read by the sinister 
light of recent events, that famous inscription on the huge 
granary built at Patna for “ the 'perpetual prevention of famine 
in these provinces^^ there are only three which merit serious 
consideration. These firstly^ Emigration ; secondly^ Eail- 
WAYS ;%nd, thirdly^ Irrigation Works. 

^ We must practically exclude the first expedient from the list 
of those on which we mainly rely as a means of insuring the 
population of India against the calamities of periodical famine. 
The conclusion thus arrived at forcibly confines our immediate 
efforts to the most rapid development, by the cheapest methods, 
combined with the most appropriate and efficient application, of 
the only two remaining instruments for increasing the produce 
of the soil, facilitating its circulation, and thereby improving 
the general social condition, and augmenting the bollective 
wealth, of the whole community. Those instruments are rail- 
roads and irrigation works. 

‘ Now, the incalculable value to India of her present railways 
has been unmistakably demonstrated during the past year ; and 
the Grovemment.is unquestionably bound to stimulate the ex- 
tension of this class of works to the greatest extent, and with 
the greatest rapidity, consistent with the requirements of finan- 
cial prudence. The capital expenditure on the guaranteed 
railways, during a period of 28 years, has amounted to not far 
firom 95 millions sterling, with a result to be measured by about 
6,000 miles of broad-gauge line. During the last nine years 
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the outlay on State railways has amounted to about 18 J 
millions, producing 1,050 miles of broad and 1,200 miles of 
narrow-gauge line, more or less finished. I need not here re- 
open the once-vexed question of broad versus narrow gauge. 
For all practical purposes that question has long ago been 
settled. Had we now to consider the construction of long lines 
of rail solely, or chiefly, for military purposes, I doubt not that 
many arguments might be forcibly urged in favour of a broad- 
gauge system. But when the object in view is to stimulate the 
exchange of commodities, and provide for a goods traffic with 
special reference to local needs and local means, then, I think, 
it cannot possibly be doubted that any extension of our railway 
system must be carried out in strict conformity with that method 
which experience has proved to be the cheapest, and indeed the 
only one financially possible in the circumstances of a poor 
country with a languid commerce. The importance of strategic 
railroads to such an empire as this is not, in my opinion, open 
to question. But it is not for the construction of strategic rail- 
roads that we are now seeking assistance from the localfpopula- 
tions and Grovemments of India.’ 

‘ It is an unquestionable fact that the railways, and the rail- 
ways alone, were the salvation of the situation in North Behar 
during the famine of 1874; and that they have again been 
the salvation of the situation in Madras during the present 
year. The sea, no doubt, would have thrown rice into the town 
of Madras ; b^t, with the cattle dying of drought, it would have 
been impossible to move the grain up-country ; nor, if every 
possible mile of navigable canal had been completed throughout 
the Madras Presidency, would it have greatly helped us to throw 
grain int/O those very disiricts where the famine has been at its 
worst ; for the broken upland country of Bellary and Kumool, 
and the Mysore plateau, are physically impracticable for big 
canals 7 and had there been no railway within reach of these 
districts, the people, where they have now died by hundreds, 
must have assuredly succumbed by thousands. 

‘ I am satisfied that the development of a network of subsi- 
diary lines of railway, giving the means of transport through 
every district of British India, has become a matter of vital 
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necessity for the attainment of the great object now before us. 
To accomplish this, in accordance with the financial and admin- 
istrative policy already explained, we propose to call upon the 
various Provincial Grovemments to undertake at once the pre- 
paration of such a scheme of local railways, with plans for their 
gradual and systematic execution, carefully made out by the 
best-informed local authorities. Our present object is to render 
available, within the shortest possible time, a maximum length 
of line specially constructed for a slow goods traffic, rather than 
to provide those more ample conveniences for passengers and 
goods which have been commonly deemed necessary for all 
Indian railways hitherto constructed. We have every reason 
to believe .that, by restricting the works at the outset to the 
essential requirements of a slow goods traffic, we can, without 
any sacrifice of durability, or sound constructive principle, reduce 
the first capital outlay even below the amount which was found 
sufficient for the execution of the Hathras and Muttra Eailway 
in the North-Western Provinces — a line which furnishes us with 
a most '^structive illustration of what may be done, under a local 
Go\emment, in the way of thoroughly useful work executed at 
a small cost. We have also in the United States of North 
America an encouraging example of the rapidity and financial 
ease with which cheap railroads may be constructed over vast 
tracts of sparsely populated territory, and of the incalculable 
benefits conferred by them on every part of a continent even 
more spacious in extent and various in climate than our own. 

* During my visit to Madras and Mysore I had many oppor- 
tuniues of obtaining information about the distnbutioll of grain 
into the distressed provinces. I cannot doubt that but for the 
main trunk lines of railway there must have been an appalling, 
and quite irremediable, failure in the supply of food to those 
provinces ; and, for all purposes of famine relief, I am equally 
convinced that the proved utility of these great arterial lines 
will be immensely increased by the cheap internal railroads we 
now propose to commence, with the intention of completing 
them as rapidly as may be compatible with the extent of the 
financial resources at our disposal for that undertaking. 

‘ The early conclusion of such an undertaking must necessarily 
depend upon its financial practicability ; and for this reason all 
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minor considerations must be subordinated to the most rigid 
economy in construction, and the most severe limitation of the 
works to what is indispensable for the eflScient exercise of their 
special function. But if these conditions be duly complied with, 
I have confidence that, at a comparatively early period, we shall, 
without any strain upon our financial resources, have extended 
to all parts and provinces of our Empire the most efficacious 
protection, not indeed from dearth (for that is impossible), but 
from those terrible effects of dearth which now generally termin- 
ate in famine. 

‘ These, then, are the principles on which we are prepared to 
apply at once to the extension of our railway system, as a means 
of insurance against famine, an adequate proportion of the re- 
sources at our command for that purpose. We cannot, indeed, 
solely for the sake of developing local commerce, undeitake to 
build railroads on the commodious and costly scale of our pre- 
sent main lines, which have been constructed with a view to 
their general utility in many other ways. But with the active 
co-operation of the Local Grovemments, and by steadily f^ahering 
to, and prudently developing, the great principle of provincial 
responsibility which is the backbone of our financial policy, we 
are persuaded that the resources of the State will now be sufficient 
for the early and continuous construction of a wide network of 
cheap provincial lines well adai^ted to the special object for 
which they are required. 

‘ It remains to explain to the Council the manner in which we 
propose to apply to the extension of irrigation works precisely 
the same principles and policy. 

‘ It is certain that throughout the greater part of India the 
produce of the soil may still be very considerably increased by 
artificial irrigation. But it is equally certain that in many parts 
of India, and for many kinds of Indian crops, irrigation could 
only be employed at a cost which would render it unremunera- 
tive.*^ Canal irrigation cannot everywhere be supplied from 
permanent sources ; and, wherever it is not supplied from per- 
manent sources, it frequently proves altogether abortive as a 
preventive against famine. Again, in the second year of the 
drought from which we have been suffering throughout Southern 
India, tank irrigation generally failed. Moreover, even were it 
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physically possible to apply irrigation to all the cheap millet 
crops now grown upon the uplands of Madras^ the expense of 
their cultivation by that means would render them quite un- 
purchasable by the classes who at present derive from them 
their chief means of subsistence. The difficulties and disasters 
of the recent famine have been greatest in Madras. But 
Madras is, taken as a whole, the best irrigated part of India. 
Out of a total area of 22,000,000 acres under cultivation, that 
Presidency has some 4,000,000 acres artificially irrigated ; and 
its entire irrigation system is supervised by professional officers 
who, in their own line, are unsurpassed. One part of the 
irrigation system of Madras is supplied by the permanent 
rivers ; and of these the number is limited. All the rest of it 
is derived from the local rivers and storage tanks which are 
scattered in profusion over the whole Presidency. Now, the ex- 
perience of the present year has proved that the latter source 
of sup])ly is only one degree less dependent on the normal rain- 
fall than are the dry crops of the unirrigated districts. If, 
therefo3^g, we are to insure Madras against future famines by 
la gvdy increasing its present water supply, it is exclusively upon 
the permanent rivers that we must reckon for our attainment 
of that object. Assume (and from all the inquiries I have yet 
been able to make this is the most I feel justified in assuming) 
that the waters of the permanent rivers might be so employed 
as to irrigate another half million of acres : what effect would 
the produce of half a million of acres have had towards prevent- 
ing the famine in Madras ? It would not represent one-third of 
what the railways alone have carried down from North efn Jndia, 
and it is about equal to what was landed by sea during only two 
and a half months out of the twelve through which this famine 
has lasted. So far, then, as it was possible to render irrigation 
a protection against famine in a second year of drought, Madras 
has received, within a narrow margin of some 20 per cent., all 
the benefit which the nature of the case and circumstances of 
the country permitted, and yet Madras has this year suffered 
from a worse famine than has afflicted any province of India 
during the present century. In view of such facts as these, we 
cannot safely lay down any fixed rule for universal application. 
Whether the value of increased produce will, in any particular 
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case, be sufficient to justify the requisite outlay of capital on 
providing irrigation ; whether the necessarily limited amount of 
capital available for works of improvement is best applied to 
irrigation works ; or, again, whether the physical conditions of 
the locality will practically admit of irrigation at all — to these 
and many similar questions no general answer can be given. 
Each case must be decided in reference to its own merits, and 
on a careful review of many conflicting considerations. 

‘ But, though I feel that, for all these reasons, we must be 
constantly on our guard against premature generalisations and 
impulsive action in such matters, I am none the less most fully 
persuaded that, next to the facilitation of transport, bur greatest 
safeguard against future famine will be found in a well-con- 
sidered and widely developed system of irrigation works. The 
surplus produce of industry is the foundation of national wealth : 
and irrigation is the most certain means of improving and ex- 
tending agricultural industry. It enables the cultivator to 
accumulate produce ; and, if combined with navigation, it also 
enables him to transport produce. 

‘ Every country which produces only just enough for its own 
consumption is a poor country. So is every country which can- 
not export its surplus produce, and exchange it for other com- 
modities. Therefore, admitting even that in many parts of India 
irrigation cannot appreciably augment the local food-supply, it 
by no means follows that irrigation cannot largely augment the 
wealth of the whole community ; for if this Empire be ade- 
quately provided with the means of transport, it is not so much 
by inpreksing the actual food-supply, of the people as by helping 
to create other and different produce, not required for the con- 
sumption of the people, and possibly not even adapted for such 
consumption, that extensive irrigation will promote the social 
and financial prosperity of India. It is only by the gradual and 
continued improvement of their material condition that the 
people of this country can permanently escape the calamities 
they now suffer from the uncertainty of the seasons. 

^ To look to irrigation works as a panacea for our misfortunes 
would be to trust to an illusion; to hesitate to recognise 
them as among the most certain of our means of protection 
would be to reject the irrefutable evidence of prolonged ex- 
perience. 
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‘ A memorandum has been placed in my hands showing from 
the latest returns of the actual operation of the irrigation works 
in the North-Western Provinces that the* whole area now 
irrigated by them is about 1,500,000 acres, which, under 
pressure, might be extended to 1,600,000 acres, producing 
respectively 775,000 or 800,000 tons of grain, and providing* 
food for eight months for six million to six and a half million 
persons. The progress of these works will add half a million 
of acres ; and this addition would yield one quarter of a million 
tons of food, and feed for eight months two millions of people. 
Thus these works will secure the food for the x)eriod named of 
between efght and nine millions of persons. 

‘ I conclude, then, that we shall be certainly right in carrying 
out irrigation works wherever the water-supply is both sufficient 
and constant, and wherever the material difficulties to be over- 
come do not involve an outlay that interposes insurmountable 
financial obstacles ; so long of course as due attention be, at the 
same time, given to the means of communication. But we can- 
not, and do not, undertake to provide irrigation gratuitously 
to those for whose special benefit it is required. We cannot 
afibrd to ai)i)ly to new irrigation works the financial policy 
\vhich has hitherto rendered so costly, and so unremunerative, 
the works of that kind which are already constructed. Here, 
again, w’e can only proceed in strict accordance with the prin- 
ciple of provincial responsibility and self-support. As the only 
funds at the command of the Grovernment for irrigation works 
are derived from the country itself, the cost of such works must 
fall t » a great extent upon those who derive frofii them imme- 
diate benefit. I repeat that it is on the co-operation of the 
whole community we reckon for the means of securing the 
whole community against the worst consequences of periodical 
scarcity. But it is to the local Grovemments that we look for 
the execution of local works of a preventive character* ; and it 
is upon local resources that we must depend for the ultimate 
supply of the funds necessary to provide and maintain such 
works. I am aware that there are already some parts of India 
whose exclusively local interests are practically secured by the 
bounty of nature, or the industry of man, from the direct 
effects of famine. In the nature of things the population of 



180 FINANCES AND PUBLIC WORKS OF INDIA. 

/ 

those particular localities may, and probably do, derive some 
immediate advantage from the periods of scarcity which so 
fearfully afflict their fellow-subjects in other provinces. But 
it would be an insult to suppose that their fortunate exemption 
from the perils and sufferings common to the rest of the com- 
' munity can furnish any argument they would stoop to urge in 
favour of exempting them from their fair participation in the 
support of any general burden imposed for the protection of the 
whole community from such sufferings and perils. Whilst, 
therefore, I do not doubt that the chief cost of protective works 
ought to be borne by those who most need them, and will 
chiefly benefit by them, I must maintain that no i)rovince of 
the Empire, and no class of the community, can be legitimately 
relieved of the national obligation to contribute to the means 
required for the construction of such works. 

^ And here I would ask the Council to listen to the testimony 
of my honourable friend the Lieutenant-Governor of Bengal, 
who, speaking of the measures he contemplated last spring for 
dealing with irrigation works in the province he so ably^admin- 
isters, observed that — 

^ “ During the last five years the Government of India has 
spent nearly 20 crores of rupees in alleviating famines caused 
by deficient water-sui)ply. When I say that the Government 
of India has spent this money, you will understand that this ex- 
penditure has fallen, not upon the Viceroy and the Council, but 
upon the people ; and that, if the necessity of expending their 
money had not been forced upon the Goveniment, the taxation 
of the jpeople would have been diminished to this extent. Now, 
the only way of averting famines arising from drought is to 
make the greatest use which science and experience can sug- 
gest of the supply of water which fortunately nature has given 
us in Behar. . . . This, of course, cannot be done without the 
expenditure of money ; and the question is who, in fairness and 
justice^ should find this money. 

^ After very careful consideration, I come to the conclusion 
that, as the whole of the province of Bengal suffered when there 
were such famines as have occurred of late years in Orissa and 
Behar, it was fair that a large proportion of the cost should be 
borne by a tax laid upon the public at large. But it also seemed 



EXTENSION OF LOCAL KF^^SPONSIBILITY. 181 

to me fair, and I believe you will agree with me if you will give 
the subject your unprejudiced consideration, that a share of the 
cost should fall on the people who directly benefit by the intro- 
duction of water to the neighbourhood of their fields, and are 
thus assured of a good crop at all seasons, instead of being ex- • 
posed to the risk every few years of absolute failure. When I 
proposed this, I was told that the people did not want water ; 
that they would sooner be left alone to bear the risk of famine ; 
and I was even told that the water of the Sone was destructive 
to fields. Shortly after this discussion took place, the periodical 
rains were* suspended, and then we had practical proof as to 
whether or not the Sone water was considered injurious or pre- 
judicial. The people clamoured for water, and to meet this 
demand we were forced to open our unfinished canals, by means 
of which we have irrigated, during the last few months, 200,000 
acres of land, which would otherwise have remained waste for 
the year, but which are now* covered with luxuriant crops. The 
produce of this land represents food grain of the value of 55 
lakhs oT rupees, 550,000J., and of this crops to the value of 40 
lakhs, 400,000?., certainly would have been entirely lost if it 
liad not been for the supply of canal water ; but it also repre- 
sents the rent of the land, of which the landholder would have 
been otherwise deprived ; and to this must be added the outlay 
which would fall on him if he had again to give relief to his 
tenantry in consequence of famine.” 

‘ To sum u]), then ; the Grovemment of India is convinced, 
upon a careful review of its financial position and*prospects, that 
the heavy obligations imposed upon it by the calamitofts cir- 
cumstances of recent years can only be discharged, without 
serious risk to its financial stability, by a strict and patient 
adherence to the principle affirmed in the financial measures 
we introduced last year, and developed in those which are now 
before the Council. That principle involves the enlargement, 
with adequate precautions, of the financial, and consequently 
also of the administrative, powers and responsibilities of the 
local Governments. In the next place, we believe that, if this 
j)rinciple be fairly carried into effect, the new imposts, which 
the Council is now asked to sanction, will, when added to the 
resources already created, provide the State with sufficient 
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meaiiR for the permanent maintenance of a national insurance 
against famine, without heavily increasing the pecuniary burdens 
of its subjects. For the attainment of this object the material 
appliances we intend to promote, by means of additional 
^revenue, are cheap railroads and extended irrigation works. 
We are conscious of the reproach we should justly incur if, after 
such a declaration as I have now made, the prosecution of these 
necessary works was commenced, suspended, or relinquished ac- 
cording to the increased or relaxed pressure of annual circum- 
stance, or the intermittent activity of spasmodic effort. We 
therefore propose to entrust, in the first instance, to the local 
Governments the duty of framing a sufficient and carefully con- 
sidered scheme of local railroad and irrigation works. We are 
prepared to provide them with the means whereby they may 
from year to year work systematically forwards and upwards to 
the completion of such a scheme. The funds raised for this 
purpose will be locally applied. But provincial Governments 
will have to meet the cost of provincial famines out of provincial 
funds to the fullest extent those funds can bear. They will 
find that thriftless expenditure in one year may involve the 
risk of diminished allotments in subsequent years ; and I cannot 
doubt that the unavoidable recognition of this fact will make 
them wisely eager to spend the requisite proportion of their 
annual income upon well-planned and carefully estimated rail- 
way and irrigation works, which will be their best insurance 
against the losses of famine, and the postponement of all ad- 
ministrative progress which famine generally entails. It will be 
t6e special duty of the Public Works Department of the Govern- 
ment to keep those objects constantly in view of the local 
Governments, and to assist them, no less constantly, in their 
endeavours to give a rational preference to really useful and re- 
munerative works, over those more captivating, but less com- 
pensal/iug, subjects of expenditure which, in all comparatively 
small communities, so powerfully appeal to provincial pride, 
professional proclivities, or popular pleasure. 

‘ The specific projects now announced to this Council I have 
not presumed to put forward as the enunciation of any new 
policy. On the contrary, I should have spoken with much more 
hesitation if I imagined myself to be treading upon ground not 
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long since surveyed by experienced authorities; and the 
strongest recommendation I can claim for the J^riews I have ex- 
pressed is that they differ in no important particular from those 
of the eminent statesmen who have preceded me in the office I 
now hold. But between the present and all previous occasions 
on which the Government of India has declared its pohcy and 
principles in reference to the prevention of famine, there is one 
essential difference which I am anxious to impress upon your 
attention. We have been told over and over again by the 
highest authorities that India is to be insured against famine 
in this way or in that ; but when famines come upon us we find 
that the promised way is still wanting. The current claims upon 
the activities and resources of the Government of India are so 
numerous, so pressing, so important, official forces and imperial 
funds so necessarily limited, that when once the daily, hourly 
strain of a great famine has been removed from a wearied 
administration and impoverished treasury, its fearful warnings 
are soon forgotten. 

‘ W^ll, then, I think I am entitled to point out to the Council 
tliat we are not now fairly open to this customary criticism. 
We do not speak without having acted; and we promise 
nothing which we have not, after long and anxious consideration, 
provided ourselves with the means of performing. I must 
have very imperfectly exi>lained myself thus far, if I have failed 
to make it clearly understood that I am not now speaking of 
what we ought to do, or would do, to insure this country against 
the worst effects of future famine, had we only the means of 
doing it ; but of what we can do, and will do, with the*means 
already provided for in the measures now before the Council. 
I do not mean to say that the construction of such an extensive 
system of local railroads and irrigation works as we propose to 
undertake will not be the gradual task of many years. But I 
do mean to say that, in the manner and on the principles 
already explained, we are now providing for the prompt com- 
mencement, and uninterrupted continuation, of this great and 
necessary task. We are systematising a policy the principles 
of which have been repeatedly approved and proclaimed by our 
predecessors. We are associating with it the interests, the 
powers and the duties of om' local administrations. We are 
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providing them with the means of permanently prosecuting and 
developing it, not without reference to our financial control, 
but exempt from the distressing uncertainty which has hitherto 
been inseparable from the practical execution of this policy, in 
consequence of the obligation which till now has rested on the 
Government of India, with the very limited funds at its disposal 
for the prosecution of public works, to choose, from year to 
year, between the conflicting claims upon its purse of the various 
and dissimilar localities of this spacious empire. If you look 
back over a wider and a longer tract of experience than that 
which is covered by the history of India, if you embrace in one 
view our own history with the f)ast history of other countries in 
other climates, you will find that the principles on which we have 
lately acted, and on which I trust we shall continue to act, in 
dealing with seasons of calamitous drought, have been found 
no less applicable, no less efficient, in other countries similarly 
affected, than they have proved to be in this country, wherever 
they have been intelligently understood and loyally carried out. 
There is, I venture to think, no more striking illustration of 
this truth than the history of the scarcity that occurred in 
Central France during the year 1770-71. That great states- 
man, Turgot, was then Minister. His administrative ability 
was equalled by his philosophical power of thought; and, 
fighting with difficulties in many resi)ects almost identical with 
those which we ourselves have lately had to deal with — diffi- 
culties partly material, but greatly aggravated by the prevalence 
of extremely ^.erroneous economical conceptions — Turgot con- 
ceived, developed, and, in the face of great opposition, carried 
into effect, views no less identical with those which have guided 
our own action, as to the essential importance of guarding the 
perfect freedom of inland trade in grain, of improving the in- 
ternal communications of the country, and of providing relief 
works of permanent utility upon which to employ the suffering 
population. Here, to-day, in India, those views are as sound, 
and as applicable, as they vrere in the Limousin a century ago. 
If, then, from the past we look forward into the future, why, 
let me ask, may we not hope that, under improved conditions 
of administration, and with increased development of those 
material appliances which civilisation creates for the provision 



POLICY BASED ON RESULTS OP EXPERIENCE. 185 

of national wealth, India will eventually enjoy as complete an 
immunity from the worst results of scarcity as> that which now 
exists throughout those regions of France where but a century 
ago such a result might have seemed as difficult of attainment 
as it now appears to be in many of our own provinces ? ’ 

It was the confident hope of Lord Lytton that he 
would soon see the rapid fulfilment of these plans. 
Their execution, which the imperative requirements 
of humanity prescribed, not only involved no financial 
risk, but was certain to prove financially sound and 
prudent and profitable. Notwithstanding mistakes, 
which after all have not been numerous, and which 
in transactions of such magnitude it was impossible 
altogether to avoid, the pohcy by wliich, for many 
years past, we have been constructing railways and 
canals* in India was wise and statesmanlike in its 
conception, and its practical results have, as already 
shown, beeji triumphantly successful. The wealth of 
the country, and the prosperity and happiness of its 
])eoplc, have been increased by it to an extraor- 
dinary extent ; the consequent gain to the country and 
to the public finances has been immense, and is not 
to be measured by figures showing only the direct 
returns from the works which have been constructed. 
There are no drawbacks, and no disadvantages which 
deserve to be weighed for one moment against the bene- 
fits which have been derived. It is certain that limits 
can hardly be assigned to the increase in wealth and 
prosperity which it is in our power to bestow upon India 
by the construction of works of material improvement. ‘ 
The exercise of careful judgment and of all possible 
caution are of course essential ; but if these conditions 
be duly observed, the boldest policy will be financially 
the safest. Other counsels, however, have temporarily 
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prevailed. Lord Lytton was prevented from fully- 
executing the' plans which have been described; he 
was compelled, by orders from the Secretary of State, 
largely to reduce the expenditure which, for many 
years past, the Government of India had incurred on 
works of necessary improvement, and to leave unex- 
ecuted measures by which he had hoped to facilitate 
their more rapid progress. 

Similar partial failure attended other efforts of Lord 
Lytton’s Government to supply protection to the 
country. 

The arrangements described in the last chapter 
were intended to secure a surplus revenue, to the 
average amount of 1,500,000/. a year, which should 
be applied either directly to the actual rehef of 
famine, or to the reduction or prevention of,, debt ; 
and this amount, or any part of it, might be in- 
vested in the construction of productive works, likely 
to produce an income equal to the interest of the 
capital spent on them. 

But it was apparent that, under the strict rules laid 
down for the apphcation of borrowed funds, no facilities 
existed for meeting a very important class of cases, in 
which, although it is obviously necessary to construct 
certain works for the prevention of famine, it cannot 
be* assumed that they -will be so directly remunerative 
as to yield a net income equal to the interest on the 
capital expended on them. The question therefore 
arose how to provide means for the construction of 
this class of works, called for the sake of distinction 
protective, when the required expenditure was too 
large to be met from ordinary income. 

The province of Bandelkhand supplies an illustra- 
tion. It suffers frequently from serious drought, and 



KBSTRlCnON OP EXPENDITURE ON PRODUCTIVE WORKS. 1 87 

m 

is peculiarly exposed to failure of the periodical rains 
and consequent famine. It is cut off froiU the existing 
railway system, and its means of communication 
are very imperfect. Designs for irrigation works and 
for cheap railways had been completed, which would 
render the province secure against serious danger, and 
would make its relief in case of necessity easy. But the 
country being naturally poor, it could not confidently be 
said that the direct money return from these works 
would cover the interest of the capital expended on their 
construction. It might, perliaps, for a good many years 
cover only half of it, and leave, say 20,000/. or 30,000/. 
a year unprovided for. Under the existing rules these 
works could not be undertaken, except from the ordinaiy 
revenues, and, in the absence of funds from this source, 
Bandelkhand was left exposed to the dangers of famine. 

The first suggestion for dealing with such cases 
was that these protective works might properly be 
constructed from the famine insurance surplus, which 
would be reduced, to a corresponding extent. But, 
although this plan had been proposed by the Secretary 
of State, the Government of India considered that it 
was not admissible. ‘ It is essential,’ they wrote to the 
Secretary of State, ^ ‘ that the hmited amount of. that 
surplus should not be trenched upon to an extent that 
will frustrate the main object of its creation, namely, 
the prevention of any permanent increase of the pubhc 
debt by reason of the public expenditure upon famines. 
If the assumption be true upon which our recent 
measures were founded, namely, that 1,500,000/. sterling 
is the amount which it is necessary to secure as a yearly 
surplus to provide for the cost of counteracting famines, 

^ Despatch from Government of India to Secretary of State, dated 
.September 16, 1878. 
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it is plain that, if unremunerative works were carried 
out under conditions which caused a reduction of that 
surplus beyond a certain limit, additional taxation would 
be eventually required to make good the loss. This 
result could only be avoided if the works were found so 
useful as, when famine occurred, to cause a diminution 
of the expenditure which must otherwise have been in- 
curred for purposes of relief, sufficient to compensate 
for the cost of the construction and maintenance of the 
works at other times.’ 

The suggestion that the supply of funds from the 
famine surplus for the construction of protective works 
may be justified by such an expectation as tliat just 
referred to should be received Avith much hesitation. 
The true object of these works is to give increased 
security against the greatest dangers that arise in ex- 
treme drought, to supply the means of saAung life and 
of averting suflering and misery, rather tlian to cause 
an eventual reduction in the cost of famine relief. 
Experience indicates no \mlid ground for hoping for any 
important diminution of the burden of such rehef. On 
the contrary, the probabilities of the futui’e, within 
any period to which for practical purposes we can 
now look forward, assuredly are in the direction of a 
constantly growing demand for a more bountifid 
administration, and of increased efficiency rather than 
for reduced cost. In short, no reduction of any insur- 
ance fund against future habilities could be prudently 
accepted on grounds such as those just noticed. 

Further, one of the most essential conditions to 
be observed in the construction of great pubhc works is 
that, when they have been commenced, they should be 
carried on to completion without interruption, at a cer- 
tain and steady rate of expenditure; the neglect of 
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this condition has notoriously behn already a fruitful 
cause of wasteful expenditure in India ; and consequently 
if the construction of protective works depended on 
the possession of a sufficient surplus, there could be 
no certainty that they would go on uninterruptedly for 
a single year, for their progress might at any time be 
disturbed by famine, or war, or other causes. 

For such reasons, to which no reply can be given, 
the Government of India rejected the proposal to provide 
from the famine special surplus the capital required for 
protective works demanding a large expenditure, or in 
other words to provide tlie money from ordinary 
revenues, making an equivalent reduction from the 
surplus of 1,500,000/. 

Lord Lytton’s Government considered that there was 
only one way in which these works could be made with 
th'^ spetd which the necessity of protecting the country 
against famine requii’ed, and at the same time without 
linancial risk. In any case, they said, in which it would 
be justifiable in principle, although not expedient in 
practice, to diminish our annual famine insurance 
surplus, with the object of defraying the capital ex- 
penditure on protective works, it would be unobjection- 
able to apply a portion of that surplus in payment 
of interest on the capital required. It was therfefore 
proposed to allow, in case of necessity, money to be 
borrowed for these works, subject to the condition that 
the net charge for the interest on their capital cost, and 
for their maintenance, after setting ofiT the income yielded 
by them, should not exceed a specific maximum amount, 
to be provided from the ordinary standard surplus. The 
amount of the liability thus admitted might be altered, 
from time to time, as experience was gained ; but to be on 
the safe.side, it was proposed, in the first instance, to fix at 
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550,000Z. the sum bjr which the yearly charge for inte- 
rest and maintenance might exceed the net revenue 
from the works. It was believed that the annual surplus 
of 1,500,000^., reserved for famine, might safely be re- 
duced by this amount, not only because the construction 
of these works would reduce the ultimate liability for 
the relief of famines when they occur, but because, as 
the inquiries of the Famine Commission have since 
more decidedly shown, there is reason to think that, in 
originally determining the standard amount of that sur- 
plus, it was fixed at a sum somewhat higher than was 
really essential. 

This sum of 250,000/., to be annually expended in 
paying interest on fresh capital for i^rotective works, 
would have been distributed between the Local Govern- 
ments according to the urgency of theii* wants ; and as 
soon as the quota of any province became exhausted, 
the further capital outlay in that province Avould have 
been suspended until the growing income from the 
provincial works as a whole, or, under certain condi- 
tions, from other sources of provincial income, again 
relieved the provincial revenues and supplied a surplus. 

Even if the works should produce no net income at 
all, and should merely cover their working expenses — 
a supposition so improbable that it does not really 
deserve to be considered — a capital sum of about 
6,000,000/. might, under this plan, be gradually ex- 
pended, and such a sum would go far towards providing 
the protective works most urgently required. But, in 
fact, the'growing income would, without the least doubt, 
rapidly provide the means of extending the capital ex- 
penditure, while, as already said, the gain to the coun- 
try from the improvement of its communications would 
far outweigh any deficiency in the direct return from 
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the works. The adoption of tlfis plan would create 
no fresh ultimate obligation beyond what has already 
been accepted ; the interest payment would be nothing 
more than an indirect contribution of the capital itself, 
and no greater risk would be incurred than if the 
capital had been directly supphed from surplus revenue. 

These proposals were not sanctioned by the Secre- 
tary ri State. Not being able to appreciate the force 
of his reasons for this, and wishing not to misrepresent 
them, I quote his orders on the subject in extenso : — 

‘ I have given a most careful consideration to this important 
question, and regret that I am unable to give my consent to the 
modification proposed. . . . The events of the last few months, 
and their effect on our financial position, have compelled me to 
reconsider the question of public works expenditure ; and I pro- 
pose to address your Excellency in another despatch on this 
subject.-. In the meantime, however, I deem it necessary to ex- 
press the opinion that the present condition of the finances does 
rif»t Justify any loan for outlay on protective works, or any ex- 
penditure on them beyond what may be met from the receipts 
from the special taxation recently imposed. The first claim on 
those receipts being that of the Home Government for the re- 
payment of debt already incurred on account of famine, I am of 
opinion that not less than one-half, or, say, 750,000i., should be 
held available for remittance to England in the next ensuing 
years on that account. The remainder may be appropriated, at 
your discretion, to the extinction of debt, to the relief of famine, 
or to the construction of protective works, not necessarily re- 
munerative, but obviously productive in the sense of guarding 
against a probable future outlay in the relief of the population. 

I cannot, however, under present circumstances, sanction the 
raising of capital by loan for the construction of works which do 
not distinctly fall under the regulations laid down for productive 
public works.’ 

It must be understood that the proposals of Lord 
Lytton’s Government were made on the assumption that 
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the regulations referred to in the last words of this quo- 
tation would be maintained, and that it was useless to 
advise their alteration. So long as this assumption 
remained true, no other satisfactory means of providing 
the funds required for protective works could be 
suggested. But a far better solution of the difficulty 
would have been found in the abandonment of the 
system under which the assignment of borrowed funds 
for the construction of irrigation works and railways 
was made to depend solely on the immediate financial 
prospects of each individual undertaking. It would bo 
a much more reasonable and beneficial plan, and one 
attended with no financial risk wiiatever, as lias been 
shown in Chapter VII. of this work, to revert to the 
j)rinciples originally laid down in the time of Lord 
Lawrence and Lord Mayo, and to regulate the expendi- 
ture of borrowed money on great public works-'of im- 
provement on the broader considerations, of what are 
the true requirements of the country, and what the 
amount which can wisely be contributed from the general 
revenues in payment of interest on capital laid out for 
such purposes. Under such a sj^stem there would be 
an end to the misleading and really meaningless distinc- 
tions now drawn between productive and protective 
works, to the arbitrary lines laid down for determining 
what are and what are not remunerative works, and to 
the artificial and inconvenient complications in the 
accounts which are now growing up as a result of these 
distinctions, and which can only tend to make the facts 
unintelligible to the public. 

It appears from the Budget Statement for 1881-82 
recently published, that effect is about to be given to 
the views expressed by the Secretary of State in the 
quotation above given, and that a sum of 750,000Z., 
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to be taken from the famine surplus, is assigned for 
expenditure in the coming year on the 'class of works 
that have been spoken of as protective ; and among 
these will be some of the works before mentioned as 
required in Bandelkhand. I have thought it right to 
notice this in connection with what has been said on the 
subject of protective works ; but it may be added that 
the object of this book is to state the policy of Lord 
Lytton’s Government, and it forms no part of my plan 
to discuss 'the acts of their successors. 


0 
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TAXATION IMPOSED IN 1877 AND 1878. 

TAXATION FOR FAMINE RELIEF SHOULD BE GENERAL— REIMFOSITION OF 
INCOME TAX IMPRACTICABLE— CLASSES SPECIALLY LIABLE — TRADERS 
HITHERTO rxDULY EXEMPT FROM TAXATION — LICENCE TAX PROPOSED — 
ADDITIONAL RATES ON LAND IN BENGAL — IN NORTHERN INDIA — 
AMOUNT RAISED FROM LAND — INCIDENCE OF LICENCE TAX — ITS 
EXTENSION TO OFFICIALS AND PROFESSIONS— DIRECT TAXATION HOW 
FAR NOW APPLICABLE AND DESIRABLE — ^FREQUENT CHANGES IN PAST AR- 
RANGEMENTS MOST MISCHIEVOUS — RETENTION OF CESSES IN BENGAL AND 
LICENCE TAX ON TRADERS NECESSARY FOR PROPER ADJUSTMENT OF 
BURDENS— TAXATION FIPvST NEEDING REDUCTION. 

v4 

When the Government of India resolved, in 1877, that 
it was necessary to make a i)ermanent addition to the 
pubhc revenues, Arith the object of enabling the State 
to meet its obligations for the rehef of famine, it de- 
clared that there was no class in the whole community, 
and no sort of property or income, which might not 
pro])erly bo, made to contribute for a purpose of such 
gendral interest as the protection of the country against 
the consequences of famine. But there were special 
reasons which at the time rendered it hardly possible 
to reimpose an income tax, and their sufficiency could 
not be denied even by those who have always regretted 
the loss of that tax, and have always believed that it 
might with great advantage have been maintained as 
one of the permanent sources of Indian revenue. Lord 
Lytton could not avoid the conclusion that its reim- 
position was impracticable, and the Secretary of State 
had declared that he would not assent to it. There 
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was, therefore, an income tax having been set aside, ho 
way in which any universal liability could be enforced, 
and there were good reasons for considering that the 
trading and agricultural classes should be the first to 
bear the new taxation which was considered necessary. 

These reasons were fully explained by Sir John 
Strachey at the time. It was shown that when scarcity 
affects one part of India, the dealers in grain and 
the producers of grain in parts of the country not 
so affectfed make large profits ; and that while the 
agricultural and trading classes are, on the one hand, 
those that require large measures of rehef in a region 
sufiering from extreme scarcit}% so, on the other hand, 
these are the classes which are in a position to obtain 
large profits when their ow provinces are flourishing 
and others are suflering. The less wealthy members 
oj i,he professional and official classes, on the other 
hand, who depend on fixed incomes for their support, 
or on incomes little afiected by competition, as well 
as the labouring class paid by wages, suffer from the 
pressure of high prices, not only when scarcity prevails 
in their own provinces, but when it jjrevails elsewhere. 
The high prices which, under such circumstances, serve 
to enrich the producing and trading classes, entail suf- 
fermg on the small officials, and on those subsisting on 
wages the amount of which they are powei’less to regu- 
late. Also, though it was never suggested that the 
richer members of the official, or professional, or any other 
classes, might not equitably be taxed, yet it was con 
sidered that the class of European officials, from which 
the professional classes could hardly be distinguished, 
were for the moment placed under such special dis- 
advantages by the recent sudden and heaA^’ fall in the 
exchange value of the rupee, that it would be inex- 
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pedient then to subject them to any fresh burden. 
These considerations did not apply to the trading and 
agricultural classes, to which, for the reasons above 
stated, a special hability was held to attach, and as 
regards the former there were other reasons of a more 
important and more permanent character. 

It has always been admitted that the trading classes 
in India are the least heavily taxed portion of the 
population. They have ordinarily contributed almost 
nothing to the expenses of the State, while they 
derive perhaps the largest share of benefit from our 
administration, and from the railways and other works 
of improvement provided at the cost of the country 
at large. The exemption which these classes have 
enjoyed has long been felt to be one of the most in- 
defensible and inequitable peculiarities of our Indian 
system of taxation. 

It was not an easy task at once to apply a remedy, 
and to introduce a system under which a fair share of 
the public biardens should be placed on the commercial 
and trading sections of the community ; but the Govern- 
ment resolved that the task must be undertaken. It 
was clear th?it until it was accomphshed the condition 
of our fiscal administration would always be unsatis- 
factory. The Government believed that at least the 
foundations might be laid for a better apportionment of 
the public burdens, and that, although mistakes might 
be made at the outset, they would be corrected as 
experience was gained. They accordingly endeavoured 
to frame a scheme which, although it might be im- 
perfect, should, as far as possible, be equitable in 
principle, and which might be capable of future deve- 
lopment into a system which would secure many of the 
objects aimed at by a general income tax. 
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It was therefore decided to impose a licence tax 
on all traders whose presumed annual profits exceeded 
a certain amount. This amount varied in diflerent 
provinces. The average rate of the tax on annual 
profits was about 1|., and was in no case to exceed 2 
per cent. This Indian licence tax, it should here be 
exj)lained, has no analogy with the licence duties levied 
in England. Here persons are required to take out 
licences to carry on certain occupations or to perform 
certain acts. The fees paid for the licences are com- 
paratively small in amount, and have no relation what- 
ever to the income of the person paying them. Bankers 
pay 30/., auctioneers 10/., game dealers 2/., wine mer- 
chants 10/. 10,?., and tlxe like. But tlie Indian licence 
tax is a tax assessed on persons engaged in professions, 
commerce, or trade, with direct reference to their income. 
Tlie persons who are chargeable are divided for pur- 
poses of assessment into classes according to their pre- 
sumed income. All persons in the same class pay the 
same tax. Tlius the so-called licence tax is in fact 
a limited income tax assessed on a system of classifica- 
tion according to approximate mcome. 

The propriety of placing fi-esh taxation on the land 
might seem, at first sight, more open to question ; but 
the Government was satisfied tiiat no room for doubt 
existed. In Bengal an additional cess on the land had 
been already imposed in 1877, under the name of the 
Public Works Cess, to cover the habilitics caused by 
the works constructed in that province to protect it 
from famine. A new rate was placed on the land in aU 
other provinces, excepting Madras and Bombay, which 
were at the time actually suffering from famine. 

In the permanently settled province of Bengal, the 
land revenue, which was fixed nearly a century ago, has 
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notoriously become a very small and often hardly 
appreciable bifrden. There is certainly no important 
class of persons in any civihsed country in the world 
which enjoys such a virtual immunity from taxation 
as the Bengal zemindars, and Bengal, although the 
wealthiest, is the most lightly taxed of all the provinces 
of the Empire. There was also a special propriety in 
insisting that when the Government was obliged to 
impose fresh taxation for such a purpose as the pro- 
tection of the country against the consequences of 
famine, Bengal, in which, within the last few j’^ears, 
nearly 7,000, OOOZ. had been expended from the general 
revenues of India on famine relief, should not escape 
its just share of the common liability. It was inevit- 
able that on this as on every other occasion on which 
the zemindars of Bengal have been called upon to 
bear their share of fresh public burdens, it should be 
loudly asserted that the Government Avas infringing the 
conditions of the permanent settlement of the land, and 
Avas committing a breach of faith. On these grounds, 
the zemindars had demanded to be exempted even 
from the income tax, AA’^liicli Av'as imj^osed on all kinds 
of property throughout India, AAUthout exception. Lord 
Lyttoh Avas not disposed to listen to such extravagant 
claims. They have received, during the last ten or 
twenty years, much more consideration than they de- 
serA'^ed. It is sufficient to say here that it has been 
repeatedly and finally decided that (to quote the words 
of the Duke of Argyll, when he was Secretary of State) 
‘ the levying of such rates upon the holders of land, 
irrespective of the amount of their land assessment, 
involves no breach of faith upon the part of the 
GoA'crnment, whether as regards holders of permanent 
or temporary tenures,’ 
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In Northern India, the imposition of the new rat^, 
at one per cent, on the rental of the land,J;o meet famine 
liabilities, was approved by all the Local Governments. 
It is payable by the landlord and not by the tenant. It 
cannot, of course, be asserted that this or any other 
taxation is not disliked by those who liave to pay it, 
but it is so slight a burden that it certainly constitutes 
no real hardship. The debate of February 9, 1878, in 
the Legislative Council, and especially the speeches of 
Mr. Thornton and Mr. Bazett Colvin and Sir Ashley 
Eden, than whom no men could speak with higher 
authority, indicates the opinions of the Government on 
this point. 

Mr. Thornton showed that ‘ the landholders of the 
Punjab coidd well afford the ])roposed insignificant 
addition to the local rates,’ that the agricultural popula- 
tion was ‘ eminently prosperous and thriving,’ and that 
land had so increased in value that the people were, as 
a rule, more than six times as well off as they were 
twenty years ago. ‘ What,’ he said, ‘ does the Govern- 
ment ask ? Why, it asks a body of landowners, whose 
property has more than sextupled in value, to pay a 
famine insurance rate for that pi’operty amounting on an 
average to one farthing per acre jier annum.’ 

Mr. Colvin showed that similar facts were true in the 
North-Western Provinces. He said that ‘ everywhere 
there has been an extraordinary rise in the value of 
land,’ that ‘ the great advance in wealth and prosperity 
of the agricultural classes is too plainly evident to be 
called in question,’ and that ‘ whatever the industry and 
intelligence of the proprietaiy class may have been, this 
improvement in their position is, in very great measure, 
due to the direct action of our Government. It is 
scarcely too much to say that it has created proprietary 



200 FINANCES AND PUBLIC WOBKS OP INDIA. 

f 

rights in the soil. It has secured them by maintaining 
good order and tranquillity ; and it has added indefi- 
nitely to their value by fiirnishing marvellously improved 
and accelerated means of communication, and by open- 
ing markets for the produce of the land, of which the 
people of two generations back never even dreamed.’ 
kir. Colvin declared his belief that the landowning class, 
as a body, are four or five times as rich as they were at 
the beginning of the century. 

The Lieutenant-Governor of Bengal, Sir Ashley Eden, 
gave similar testimony. He stated his opinion that ‘ no 
measures could have been devised more likely to be 
eflicient, equitable, and inoppressive,’ and with reference 
to the position of the landholders of Northern India, who, 
as Mr. Colvin had shown, had prospered greatly under 
former settlements, when they paid to the Government 
two-thirds of their collections, instead of one-half as at 
present, he made the following remarks : — 

* For no very apparent reason, when the new settlement was 
made the zemindars were only called upon to pay half of their 
collections, keeping one-half. Admitting, as I do, that it is 
sound policy in the Government of India to limit its demands 
on the countiy to its actual requirements, and tp distribute the 
burden ef taxation as evenly as is practicable on all classes of 
the people, I should be sorry to condemn the principles of the 
present settlement ; but the feet remains that if the present 
settlement had followed the lines of the old settlement in 
respect of the shares of the Government and the landholders, 
the Government would, setting new cesses aside, have received 
2,000,000?. more than it receives now. And making all allow- 
ances for new cesses, including those now imposed, the land- 
owners of the North-Western Provinces are receiving 1,600,000?. 
more than they received before. And now that its imperative 
requirements have increased, I do not consider that there is 
anything unjust or unreasonable in Government imposing upon 
the classes who received these great benefits the same burden 
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which is imposed upon all other cliisses. Of course it requires 
no very great ingenuity to find some sort of objegtion, theoretical 
or practical, to every kind of tax ; and I am sorry to have to say 
that those who are loudest and most unreasonable and im- 
patient in their demands that Government should take upon 
itself the liability of relieving and preventing famine, and of 
constructing extravagant works of irrigation, are the first to put 
into the mouths of the people reasons why no one should con- 
tribute tov .rds such a purpose. But the money has to be raised, 
and this be ig so, I must congratulate your Excellency’s Govern- 
ment on tl ! substantially fair and even manner in which this 
liability hat been distributed.’ 

The so-called famine taxation, though it is con- 
venient for some purposes to treat it as a whole, was 
actually imposed partly in 1877, and partly in 1878. 
The additional cess on the land in Bengal was origin- 
ally injposed in 1877, as a part of the modified finan- 
cial arrangement under which the provincial revenues 
were required to bear the charges incurred on ac- 
count of the canals and railways constructed for its 
benefit, and for its protection against famine. The 
Bengal taxation differed in this resj)ect from that im- 
posed in Northern India. Its character was provincial 
and not imperial ; and whereas in the other provinces 
the whole of the proceeds of the new rates on tlJo land 
have gone into the imperial treasury, a large portion of 
them has, in Bengal, been left at the disposal of the 
Local Government, over and above tlie amount paid to 
the Government of India. The Bengal Public Works 
cess yielded in 1878-79, 355,590/. In 1878 the new 
rates were imposed on the land in the North-Western 
Provinces, Oudh, the Punjab, and the Central Provinces ; 
they yield about 170,000/. Thus the total amount of 
new taxation on the land was about 525,000/. 

The licence tax on traders was first imposed in 1877 
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in the North-Western Provinces, and in the following 
year the licence Acts, Avhich, with modifications to be 
noticed, are still in force, were applied to the whole of 
India. They yielded at their maximum about 820,000/. 
net. The total amount of what has been called 
the famine insurance taxation was therefore about 
1,345,000/. Subsequent exemptions of the poorer 
classes have reduced it to about 1,000,000/. 

The attempt to make the commercial and trading 
classes, by means of the licence tax, contribute some- 
thing towards the expenses of the State, was, on the 
whole, financially and otherwise, successful. The 
greater part of the tax, in by far the greater jiart of 
India, was assessed and collected Avithout difficulty or 
opposition. But experience showed that, as originally 
introduced, it descended too Ioav, and fell op large 
numbers of people on Avhom the imposition of direct 
taxation was not expedient or profitable. 

The lower limit of liabihty to the tax, which varied 
in difierent provinces, had been in every case virtually de- 
termined by the Local Governments ; in some instances, 
however, the Government of India interfered to make 
the limit Ijigher than the Local Governments pro- 
posed,* for some of them would have gone lower than 
annual incomes of Es. 100, the minimum actually fixed. 
In the North-Western Provinces, Oudh, and Madras, 
traders whose annual earnings amounted to Es. 200 
were originally liable to the tax ; in Bengal, Bombay, 
and the Punjab, the limit was Es. 100. After nearly 
two years’ experience, the Governments of Madras, of 
Bengal, and of the North-Western Provinces concurred 
in the opinion that about Es. 250 might properly be 
adopted as the minimum. Sir Eichard Temple, the 
Governor of Bombay, and Sir Eobert Egerton, the Lieu- 
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tenant-Governor of the Punjab, would have made little’ 
or no change in the existing limit of Ks^ 100. They 
informed the Government of India that the tax was 
working well, that collections were made without trouble 
or complaint, and that the diflSculties which had at first 
been felt had ceased. 

Notwithstanding these opinions, given by such high 
authorities, tlie Government, towards the close of 1879, 
decided that it was desirable to raise throughout India 
the limit of liability to the tax. Statistics received 
from all parts of India showed that we were raising 
by direct taxation from more than a million of people 
no larger sum than about 340,000/. a year, and it was 
clear that this was neither financially nor politically 
wise. 

The lower limit of liability to the tax was conse- 
quently fixed at an annual income of Es. 500. This 
decision was not arrived at on the ground, often main- 
tained by poisons possessing little knowledge of the 
country, tliat the licence tax fell upon the poor. 
Speaking on this subject in the Legislative Council, in 
denial of the assertion that tlie tax would fall on the 
pooler classes. Sir Ashley Eden, the , Lieutenant- 
Governor of Bengal, said — ‘ It may be difficult for 
men who know nothing of the country to reahse^ that 
practically a native with an income of Es. 100 a year is 
in a better position than a trader or mechanic in Europe 
with an income of 100/. a year. I am sure that every 
one really acquainted with native habits and modes of 
life and requirements will agree with me that this is so.’ 

There now remain in all India not more than 
250,000 traders liable to the tax, and it is expected to 
yield, in the present year, something over 600,000/. 
When it was decided that the imposition of a 
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general income tax was impracticable, and that mea- 
sures of class taxation must consequently be adopted, 
it was inevitable that wliatever were the measures 
actually taken they would be open to objection on 
the ground of inequality and unfairness in their inci- 
dence. Such objections were raised by the mercantile 
classes in the Presidency towns, and by others, early in 
1878, shortly after the licence tax was imposed, and 
the injustice of exempting the official and professional 
classes from taxation was strongly urged. 

The Government of India, although it had thought 
it necessary, in the first instance, to restrict the opera- 
tion of the new taxes, had no desire permanently to 
maintain any such exemptions ; in the latter part of 
1878 it made a definite proposal to extend to the 
professional and official classes taxation similar to that 
already imposed on the traders and agriculturists, which 
was approved by the Secretary of State. Various cir- 
cumstances rendered the postponement of the measure 
necessary, and it was not until November 1879 that a 
Bill to carry it out was introduced into the Legisla- 
tive Council. The extension of taxation to the official 
classes was. supported by every local Government in 
India.' 

But from causes which need not be stated in detail, 
the proposal was dropped, a step which, though I my- 
self accepted it as inevitable, I now regret ; and I think 
the Marquis of Hartington was right when, in his 
despatch of August 5, 1880, he said that he could not 
‘ approve of the withdrawal of the measure for the ex- 
tension of the licence tax to the official and professional 
classes, which had been recommended by the Govern- 
ment of India and sanctioned by the Secretary of State 
as being likely to remove from the minds of the other 
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classes a sense of being subjected to unequal treatment,- 
and -which, while thus desirable in itself, would have 
avoided a loss of 240,000/. a year.’ 

The existing licence Acts impose, or, with modifica- 
tions such as those proposed in 1880, would impose, 
-without minute inquisition, and in a manner little open 
to objection, a virtual income tax, at an average rate of 
about per cent., on the richer members of the pro- 
fessional, commercial, and trading classes. They are 
estimated to yield in the present year 515,000/. 

With the extension of taxation, at 1^ per cent., 
to all the higher salaries, the richer otficials would 
contribute at a rate similar to that already paid by 
the traders. The fund-holders and house-proprietors 
would remain untouched. Under existing circumstances, 
while India is every year borro-wing money for the con- 
struction of productive public works, the exemption of 
the fund-holders from new taxation has much to recom- 
mend it. Witli regard to house-proprietors, according 
to the income tax returns for 1871-72 there were, in 
all India, only 3,100 persons deriving incomes exceeding 
Es. 1,000 a year from houses alone, and a tax on them 
of 1| per cent, would have yielded about 18,000/. In 
the absence of a general income tax, it wduld not be 
worth while to impose fresh taxation on this class. 

The new rates on the land, now yielding 625,000/. 
a year, impose an approximately equal burden on the 
agricultural portion of tlie community in the Bengal 
Presidency, and, there is no reason why, with certain 
restrictions which the different tenure of laud and other 
considerations would render proper, similar taxation 
should not be imposed in Madras and Bombay, especially 
on the permanently settled zemindars of Madras, if at 
some future time it should become desirable. But it 
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' would be very unwise on theoretical grounds of uni- 
formity to iijipose any such fresh taxation when finan- 
cially it is not wanted. 

Although I have always regretted the loss of the 
income tax, and recognise that its reimposition at the 
present time is impracticable, rather from the strength 
of adverse opinion than from any fundamental objec- 
tions of principle or policy, yet I am satisfied that it 
will be wise to continue, in regard to the question of 
direct taxation, to act on principles similar to those 
which during the last four years have been followed 
by the Government of India. 

I do not propose to discuss at length the advantages 
of an income tax, or of other forms of dh-ect taxation. 
In a note to this chapter a quotation is given from 
Mr. Bazett Colvin’s valuable pa])er on Indian taxation, 
because it expresses the views which I hold. Although 
under existing circumstances I do not advise that prac- 
tical efiect be given to them, I must repeat Mr. Colvin’s 
observation that they are in accordance tvith those of 
very many of the most distinguished men in modern 
Lidian administration. 

Foremost among these is that of my honoured 
master and friend. Lord LawTence, who never, w'hile he 
was in India, or after he left it, wuivered in his opinion on 
this subject. No man knew India better than he, and 
never tvas there a man who w^ould have more strongly 
and indignantly refused his consent to measures which 
he thought must entail injustice and oppression on 
the people. He beheved that there are some classes 
of the community which have borne no proper part of 
the public burdens, although no classes are better able 
than they to bear their share; that it is by direct 
taxation alone that they can be reached ; and that 
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with reasonably good administration, which it is cer-* 
tainly within our power to secure, ther^ is no neces- 
sity whatever for any gross abuses in the assessment 
and collection of taxes of this kind, particularly if a 
high minimum of taxable income be adopted. On the 
very last occasion on which I saw Lord Lawrence, he 
spoke to me to this effect. 

Indh-ect taxation, in a country like India, is in it- 
self no doubt preferable to direct, but many erroneous 
ideas are »[)revaleut on the subject. Direct taxation on 
the trading classes has been imposed in India from 
time immemorial, and there is at this moment no im- 
2 )ortaiit Xative State in which it is not a recognised 
])art of the fiscal system. There is probably no country 
in the world in which so large a jiroiiortion of a great 
revenue is raised by direct small jiayments as India. 
As a matter of fact, the greater jiart of the land revenue 
of more than 20,000,000/. is luised by what are vir- 
tually direct jiaymeuts from an immense number of 
jicrsous ; and obviously it matters little to the milhons 
of small j)ro]n’ietors and cultivators, who ];)ay the 
greater imrtioii of this revenue, what name we give to 
their i^ayments. So, again, nearly the whole of the 
local taxation in a great part, 2 )erha])s In the gyeater 
part, of Lidia, is received in the form of direct and not 
indirect payments. 

If, however, any plan of direct taxation is to become 
successful, the fast-and-loose system which has hitherto 
been followed must be abandoned. As Mr. Rivers 
Thompson has observed, ever since the days of Mr. 
Wilson licence taxes have succeeded income taxes, cer- 
tificate taxes have followed hcence taxes, in various 
forms and shapes, and each in turn has been abandoned 
through an entme absence of any settled continuity of 
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administration* in our finances. No agency- could be 
perfected und^r such constantly recurring changes. 

It was forcibly pointed out, some years ago, by Mr. 
Alonzo Money, that in the assessment of direct taxation 
throughout the greater part of India a system re- 
sembhng, in some respects, the periodical settlement of 
land revenue ought to be adopted. The character of 
the population is so stationary and unchanging that 
there is little variation from one year to another in the 
income and profits of the great majority of the persons 
called on to pay an income or licence tax, and, excepting 
in the large commercial centres, no necessity exists for 
annual assessments. Sir WiUiam Muir, when Lieutenant- 
Governor of the North-Western Provinces, laid much stress 
on these considerations. ‘ As in the assessment,’ he said, 
‘ of landed profits, so in the assessment of incomes, the 
more fixity and permanency arrived at, the greater will 
be the feehng of rest and of confidence. In proportion 
as such a state of comparative permanency can be 
approached, the suspicion and irritation, the fraud and 
oppression, and the other evils incident to the tax, would 
be diminished, the pressure on the people would be 
lightened, and the action of the Government would be 
better understood, and its motives more fully appre- 
ciated.’ 

The question may here fairly be asked, whether, 
granting that the imposition of this new taxation was 
right in 1877, its maintenance is necessary now, when 
the condition of the finances has become so far more 
satisfactory than it was, and when there is declared to 
be a large surplus of revenue over ordinary expen- 
diture ? 

Before replying to this we should remember what 
are the classes on which this new taxation actually falls. 
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There are, "first, the landlords of Bengal, the richest 
class in the richest province of the Empire, who now 
pay in taxation almost nothing, and in land revenue an 
amount altogether inadequate. They have succeeded 
in throwing upon the tenants a portion of all the cesses 
hitherto imposed on the land, and if this could be pre- 
vented I for my part should be glad. I can therefore 
conceive no more unwise or unjustifiable measure than 
the exemption of the Bengal zemindars from their 
share of this burden, the only fault of which, in rela 
tion to them, is that it is too light, while so much 
remains to be done for the relief of the poorer classes 
from taxation. Secondly, the new taxation falls, at the 
rate of 1 per cent, on their gross rental, on the land- 
lords of Northern India. It has. been shown how well 
they can afibrd to pay this demand, no portion of 
whicn is payable by the tenants. At the same time 
their case is altogether different from that of the land- 
lords of Bengal. Although their assessments are very 
moderate, tliey nevertheless contribute largely towards 
the necessities of the State, and I should see without 
regret relief given to them by the remission of the 
rates imposed three years ago. The loss of revenue 
would be about 170,000/. Nor avouM there be lajy in- 
consistency in retaining the rates in Bengal and re- 
mitting them in Northern India, because, independently 
of the fact that Bengal is incomparably better able to 
pay, the rates were, as already explained, imposed at 
difierent times and for different purposes ; and al- 
though it has been thought convenient to consider the 
Bengal public works cess as a part of the so-called 
famine taxation, it has been treated quite differently 
from the I'ates imposed in Northern India. Thirdly, the 
new taxation falls on the richer class of traders, touch- 
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*ing no one whose annual profits are less than Es. 500 
a year, a limit equal perhaps to 400^. or 500Z. a year in 
England. This class, if the licence tax were remitted, 
would pay hterally no obligatory taxes at all, except 
indeed an annual Id. a head for salt. The total 
number of persons paying the licence tax in all India 
is about 250,000. Considering that the population of 
British India exceeds 190,000,000, it is an abuse of 
language to talk of such a tax being unpopular. Of all 
the taxes that are levied in India, there will be none 
more just or more necessary than this, when, as I tj’ust 
may soon happen, similar taxation lias been extended 
to the ofiicial and professional classes in the way that 
has been proposed. 

Indignation is always aroused in India by eveiy 
attempt to relieve the poorer classes from taxation at 
the expense of the richer. ‘ Sucli a change,’ it lias been 
observed by an accomplished writer, ‘ is inevitably de- 
nounced with more vigour and outspokenness than are 
available for its defence. Those whom it relieves are 
for the most part persons who accept the decrees of 
Government, whetlier for better or worse, as providential 
dispensations which it is in vain to question, and as to 
which silent endurance is the wisest policy. On the 
other hand, it touches the pockets of a class of persons 
who have both the will and the power to make their 
troubles known, and are by no means inclined to let 
their, interests suffer for want of courageous advocacy. 
Indian journalism of the more respectable and iufiuential 
order is closely alhed with the official world, and reflects 
with undeviating accuracy the feelings and the tastes of 
those from whom it draws its inspiration, and on whose 
patronage it depends. The English merchants, too, at 
the presidency towns have no difficulty in stirring the 
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sympathies and guiding the convictions of writers whose 
interests are in many particulars identical with their 
own. The consequence is that every measure which 
imposes on the official or mercantile classes a larger share 
in the taxation of the country, is denounced by the 
Indian press with a vehement unanimity which an in- 
experienced observer would be tempted to value at more 
than its true worth. It implies really nothing more 
than the natural pang which every conscious contribu- 
tion to tlie ijublic treasury occasions : and its political 
importance is certain to be exaggerated, because we hear 
notliing of the silent millions whose o])inion, were they 
capable of expressing it, could not fail to be in favour 
of a measure which transfer.s a ])ortion of the burden of 
taxation to sturdier shoulders than their own.’^ 

Thus temptations are nevei’ wanting in India for 
Governments to earn for themselves an easy and apparent 
popularity by a refusal to impose taxes on the richer 
and more influential classes of the community ; and 
while these, the only audible critics, approve, it will 
never be difficult to find acceptable reasons for a course 
essentially iin])ohtic and unjust. Statesmen should 
never forget that the real foundations of our power in 
India do not rest on the interested apiiroval of thtiuoisy 
few. They rest on Justice, on the contentment of the 
millions who may not always be silent and quiescent, 
and on their feehug that, in spite of the selfish clamour 
of those who profess to be their guardians and representa- 
tives, they may place implicit trust in the equal justice 
of our Government, and in its watchful cai e of the in- 
terests of the masses of the people. The exemption of 

^ Although the general truth of these remarks is undeniable, there is one 
notable exception. The justice and liberality of view shown by the public 
and by the press of Bombay in regard to all these questions of direct taxa- 
tion have long been remarkable. 
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’the richer classes from taxation is a political mistake 
which, as time goes on, and knowledge and intelligence 
increase, must become more and more mischievous. 

When taxation is diminished, these, then, are not the 
taxes with which we ought to begin. As I have endea- 
voured to show in another chapter, further reductions 
in the salt duties are, on all grounds, desirable, both for 
the benefit of the people and of the finances. Further 
reforms in the customs tariff, involving a loss of present 
revenue, but certain to be most beneficial to tlie countrj% 
should also be made. The court fees, wliich are taxes 
on the administration of justice, ought to be reduced. 
The capitation tax in Burma ought to be abolished. 
These are among the taxes of Avhich the reduction or 
remission are first required. 


NOTE TO CHAPTER XII. 

Extract from a Paper by Mr. Bazett Colvin on Indian 
Taxation. 

An income tax is not an untried resource, or a doubtful experi- 
ment. In one shape or another it has been imposed, at inter- 
vals, dwdng the last twenty years, and the arguments for and 
against it are familiar to most people in this country. 

• •••••• 

I am aware how much there is to be urged against an in- 
come tax, and know its defects not from hearsay but from ex- 
perieiTce, having been personally engaged as a district officer, in 
assessing and collecting every direct tax upon incomes, except 
one, which was imposed between 1860 and 1872. I do not 
deny that there are serious defects in it ; but it does not follow 
that those defects are beyond remedy ; or, even if they were, 
that an income tax would be worse than any of the other forms 
of taxation which we have been examining. Our choice in the 
case supposed would lie among evils ; and, this being so, the 
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real question is, whether an income tax is not the least that we 
can choose. • 

The chief argument that is used against an income tax by 
its opponents is its unpopularity. It is, no doubt, greatly dis- 
liked both by Europeans and Natives. The European aversion 
from it is due, in some measure no doubt, to its incidence as a 
direct tax upon themselves ; but the official dislike to it should 
(I think) be chiefly ascribed to the defects of its assessment, 
and to an Englishman’s reluctance to be concemed in anything 
like arbitrary taxation. Natives object to it, less, perhaps, be- 
cause its assessment is faulty, than because it is a direct tax, 
and because they hate all taxation of which they are conscious. 
Whatever the motives may be, I am not jirepared to dispute the 
fact of its unpopularity. But I believe that much more import- 
ance has been conceded to this unpopularity than it deserves. 
The classes who cherish hostility to an income tax are, of course, 
the classes who feel it — in other words, the European commu- 
nity. and the educated and well-to-do portion, which is a very 
small poition, of the native population. These classes have 
every opportunity of making their dissatisfaction heard, and are, 
indeed, the only classes whose voice is audible. But they are, 
of all people, the least likely to carry their dissatisfaction to the 
pcdnt of disaffection towards the Government, and of any active 
desire to disturb order. The political importance, therefore, of 
the hostility displayed to the tax is really much less than it 
seems. The great mass of the people do not pay it, and are 
utterly indifferent about it. A tax on tobacco, of one o^ houses, 
or marriages, would stir the people with a far greater fofce, and 
to a much lower depth. 

Putting aside the unpopularity of an income tax with the 
few whom it affects, there seem to be no other objections to it 
which are entitled to much weight. The inquisitorial mode in 
which it was at first assessed was abandoned after a short trial, 
and was no longer a characteristic of the tax when it ceased to 
exist. It is hardly disputed now that there was exaggeration 
in the charge made against it, that it afforded facilities for great 
corruption and oppression on the part of subordinate officials. 
Moreover, if an income tax became a permanent part of our 
financial system, there is no reason to suppose that these defects 
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in its working, so far as they actually exist, could not be 
remedied as well in this as in other branches of the adminis- 
tration. 

On the other hand, whatever may be said against an income 
tax, this, at least, in its favour, is true — that it would be no 
doubtful experiment, but a measure of which the result is 
known, and the success certain. Again, it is no less true that 
an income tax is a just form of taxation, and that it is the only 
way in which the mercantile wealth of the country can be made 
to contribute to the cost of the (Tovernment. It is notorious 
that this wealth, which is considerable and daily increasing, 
pays very little, in proportion to its means, for the protection 
and the great, advantages which it enjoys under British rule. 
It is no small recommendation of a tax that it should redress 
the great injustice which this immunity of so many rich men 
causes to all other tax-pa5"ers. Admitting, also, that its assess- 
ment has been hitherto defective, this evil might certainly be 
remedied, if the number of persons liable to it were largely re- 
duced, which, as I hoi)e to show, is possible, and if the tax were 
made permanent. Nor must we forget that, however great the 
alleged evils of an income tax may be, they have not prevented 
a great many of the most distinguished names in modern Indian 
administration from expressing their approval of it. 
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. THE SALT AND SUGAR DUTIES. 

SOTTRCDS OP SALT SUPPLY IN VARIOUS PROTINCRS— SYSTEM OP LETTINa 
DOTIES— ORIGIN OF DUTIES — ADOLITION OF OLD INTERNAL CUSTOMS DUTIES 
— SALT AND SUGAR EXCEPTED— RATES OF DUTY VARIED IN DIFFERENT 
PROVINCES — PREVENTn-E LINE ACROSS INDIA — RESOLUTION IN 186!) TO 
EQUALISE DUnUS AND ABOLISH CUSTOMS LINE — LORD MATO’s MEASURES 
— FURTHER STEPS TAKEN IN 1878— DUTIES PARTIALLY EQUALISED — 
RAISED IN BOMBAY AND MADRAS— REDUCED IN NORTHERN INDIA AND 
•iJNGAL — FINAL REDUCTION TO 2 RS. 8 ANS. EXCEPT IN BENGAL — 
ARR.ANGBMENTS WITH NATIVE STATES IN RAJPUTANA — SINDH— ABOLI- 
TION OF CUSTOMS LINE IN 1870- GENERAL RESULTS ON PRICE— CON- 
SUMPTION AND REVENUE- POSSIBLE FURTHER REDUCTION OP DUTY — 
SALT IN BURMA- ADMINISTRATION OF SALT DEPARTMENT- SUGAR DUTIES 
—THEIR ABOLITION IN 1878, 

The changes carried out during tlie administration of 
Lord Lytton in the system of assessing and collecting 
the salt duties in India have been extremely important, 
and, notxvithstanding large reductions over the |»reater 
part of India in the rate at which the duties were 
levied, they now yield a revenue exceeding by nearly 
1,000,OOOZ. that which they yielded in 1877-78, four 
years ago. 

Properly to appreciate the measures that have been 
taken, and the policy by which those measures have 
been guided , it is necessary to understand the condition 
of things which previously existed. 

And first it must be explained that the circum- 
stances under which the salt duties are raised vary 
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greatly in different parts of India. Bengal and Assam, 
with 70,000,000 people, now get nearly the whole of 
their salt supply from England. Almost the only local 
source within easy reach, from which Bengal can 
obtain salt, is the sea, but owing to the damp climate, 
and the large body of fresh water brought down by the 
numerous rivers which intersect the delta of the Ganges, 
the natural facilities for making salt on the northern 
coasts of the Bay of Bengal are not great. On the 
equahsation of the duty on salt manufacture locally 
and on that imported by sea, the latter almost com- 
pletely supplanted the former. 

In Madras and Bombay, on the other hand, which 
contain about 47,000,000 people, the manufacture of 
salt from the sea is cheap and easy ; and for these pre- 
sidencies, as well as for the greater part of the Central 
Provinces and the Native States of Southern India, the 
sea is the great source of supply. 

In Northern India the Punjab possesses inexhaust- 
ible supphes of rock-salt, which is consumed by about 
16,000,000 people. Throughout the North-Western Pro- 
vinces and Oudh, and in a portion of the Central Pro- 
vinces and of the Punjab, although there are many 
places 'where more or less impure salts can be pro- 
duced by washing the soil, the home sources for the 
supply of good salt are altogether insufficient ; 47,000,000 
of our subjects depend almost entirely for their salt on 
the Native States of Rajputana, or on places on the 
confines of those States, where lakes or springs impreg- 
nated with excellent salt occur. 

The system under which the duty is levied also 
varies in different provinces. In Madras the duty is 
mostly collected under a monopoly by which all salt is 
manufactured on behalf of the Government, and sold at 
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a price which gives a profit equivalent to the duty. In 
Bombay the duty is chiefly levied as an excise. In 
Lower Bengal it is levied chiefly in the form of a sea 
customs import duty. In the Punjab the duty is in- 
cluded in the selling price of the rock-salt, which is 
dug and removed from the mines and sold by the 
Government. For the rest of the upper provinces, 
untn 1879 the duty was collected when the salt im- 
ported from Eajputana crossed the British frontier ; it 
is now levied at the places of production, where it is 
prepared by evaporation from the brine by a Govern- 
ment establishment. 

The origin of the Indian salt duties is well ex- 
plained in the following quotation, taken, with some 
unimportant omissions and alterations, from a speech 
by Lord Lytton, made in the Legislative Council o^fv 
February 9, 1878 

‘ The taxation of salt is a part of the fiscal system which th^ 
BnU^h Government inherited from the Native mlers of India. 
The hiiApry of our present salt duties is a separate one for each 
province. Except in one respect, which I will mention immedi- 
ately, these prei’incial duties have had no connection with each 
other ; and bench that irregularity in their rates which the 
Government of India has always desired, and is now endeiavour- 
ing, to rectify. The only historical connection between these 
local salt duties is to be found in the common origin of additions 
made to them in connection with the abolition of a mass of most 
vexatious transit duties with which the whole surface of this 
Empire was formerly covered. Under Native rule, tolls were 
taken on all roads and navigable rivers ; and, in spite of their 
iniegularity, these early transit duties were probably less 
harassing to trade than the forms which they subsequently 
assumed under the regulations of the East India Company ; 
for those regulations added to the original tolls aU the refine- 
ments and checks of an elaborate customs system. About half 
a century ago the Government, recognising the intolerable 
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inconvenience of these multiplied checks upon internal trade, 
decided to abolish them and substitute for them higher rates of 
duty upon salt. This great reform is mainly due to the en- 
lightened advice of Sir Charles Trevelj’an, than a member of the 
Bengal Civil Service. The extinction of the condemned imposts 
involved a loss of revenue, in the Bombay Presidency, amounting 
to more than 34o,000Z., whilst the enhanced duty on salt yielded 
only a revenue of less than 215,000Z. In Madras the loss of 
revenue was still greater. The transit and inland customs 
duties had yielded a net revenue of about 310,000i., while the 
increase in the salt duty yielded less than 95,000Z. • 

‘ The history of the southern salt duties is thus not one 
which the Government of India has any reason to recall with 
self-reproach. A similar policy has been pursued in Bengal 
and the upper provinces of India. The Bengal transit duties 
were abolished by the Act of 1836, and the Bengal salt duty was 
fixed in the following year at Es. 3-4 per maund. The Act of 
1843 abolished all import and export duties on the frontiers of 
the North-Western Provinces, with the exception of the duties 
on salt, sugar, and cotton ; and the cotton import dut y was 
abandoned in 1855 ; the salt duty in the North-Western 
Provinces having been fixed in 1843 at Rs. 2 per maund, with 
an additional assessment of E. 1 on all salt passing eastward of 
Allahabad. The annexation of the Punjab was followed by an 
increase of the salt duty in that i)rovince ; but that increase 
was part of a general measure which extinguished simultaneously 
all the export, 'import, transit, and town duties previously levied. 
It will* thus be seen that the present system of com})aratively 
high salt duties in British India is the result of an enlightened 
and beneficent fiscal policy, which has relieved British India 
from a multitude of mischievous and vexatious imposts on 
internal commerce; imposts described by a comi)etent authority 
as being so full of inequalities, and anomalies, and complica- 
tions, that it would be vain to inquire from what objections or 
what abuses they were free.” 

Thus the salt duties levied in the different provinces 
of India had little real connection with each other, 
and the rates at which they were imposed varied 
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greatly from time to time. From 1869 to 1877 the 
duty in Lower Bengal was Es. 3-4 per ma'tind (82 lbs.) ; 
in the upper provinces Es. 3 ; and in Madras and 
Bombay Es. 1-13. 

So long as there were no railways, and the means 
of communication were imperfect, the inconvenience of 
these different rates of duty in different provinces was 
comparativel}’^ little felt. But to secure the levy of the 
duty on the salt imported from Eajputana, and, as com- 
munications were improved, to prevent the ingress of 
salt taxed at loAver rates into the provinces where it 
was more highly tJixcd, preventive measures were 
necessary, and there grew up gradually a monstrous 
system to which it Avould be almost impossible to find 
a parallel in any tolerably civilised country. 

A customs line Avas established, which stretched 
across the avIioIc of India, Avhich in 1869 extended from 
the Indus to the Mtihdnadi in Madras, a distance of 
2,300 miles; and it was guarded by nearly 12,000 
men and petty officers, at an annual cost of 162,000Z. 
‘The hue,’ the commissioner of inland customs Avrote 
in his report for 1869-70, ‘ is divided into 110 beats, 
each presided over by a patrol, and Avatched from 1,727 
guard-posts. A very perfect system of patrblhng 
exists, and, except in some AAdld portions of the Central 
ProAdnces (where tigers bar the way ahke to smuggler 
and customs officer after dark), goes on Avith unabated 
vigilance night and day.’ 

Before the latest changes were made this inland 
customs line had been partially reduced, but stiU ex- 
tended from a point north of Attock on the Indus to 
the frontier of Berar, a distance of more than 1,500 
miles, and was guarded by some 8,000 men. If put 
down in Europe, it would have stretched from London 
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to Constantinople. Along the greater part of its extent 
it consisted of a huge material barrier, which Mr. Grant 
Duff, speaking from personal observation, said could 
be compared to nothing else in the world except the 
great wall of China ; it consisted principally of an im- 
mense impenetrable hedge of thorny trees and bushes, 
supplemented by stone walls and ditches, across which 
no human being or beast of burden or vehicle could 
pass without being subjected to detention and search. 
A similar line, 280 miles in length, was maintained in 
the north-eastern portion of the Bombay Presidency, 
from Dohud to the Eunn of Cutch. 

It may be easily imagined what great and inevitable 
obstruction to trade, what gross abuses and oppression, 
what annoyance and harassment to individuals, took 
place. The interference was not confined to the traffic 
passing into British territory ; for, owing to the levy of 
an export duty on all sugar passing from British terri- 
tory into Eajputana, which had been retained after all 
other similar inland duties were removed, and to which 
I shall again refer, the same obstructions were offered 
to the traffic passing in the other direction. In spite, 
however, of the evils inseparable from the existence of 
an inland customs line, it was impossible to dispense with 
it so long as we levied our salt tax at different rates 
in different provinces, and had no means of controlling 
the manufacture and taxation of salt produced in Native 
States-and brought thence into our own territories. 

The flagrant evils arising from this state of things 
were long recognised by the Government of India, but 
nevertheless, until ten or twelve years ago, it acted as 
if it had little interest in applying a remedy, or in facili- 
tating the supply of salt to the people. Thus, for 
example, salt from the Sdmbhar Lake, the most import- 
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ant source of supply to the North-Western Provinces,’ 
had to find its way two hundred miles through Native 
States, with no roads or bridges, on the backs of pack- 
cattle or camels, and subjected to imposts and exactions 
and hindrances of every kind, until it came to the 
greatest hindrance of all, our own customs line. 

In 1869, Lord Mayo’s Government, with the con- 
currence of the Govei’nments of Madras and Bombay, 
raised the salt duty in those presidencies by five annas 
a maund, .and this was done not merely to increase the 
revenue, but chiefly as a step towards the equalisation 
of the duties throughout India, and the abohtion of the 
inland customs line. A still more valuable measure 
taken by Lord Mayo, in the same direction, was the 
acquisition by the British Government, under an amic- 
able arrangement -with the Native States of Jaipur and 
Jodhpur, of the lease of the Sambhar Salt Lake, the 
most important of the salt sources of Rajputana. To 
Lord Mayo also belongs the honour of commencing, as 
the first instalment of the projects for railway extension 
then happily conceived, the lines from Agra and Delhi 
to the Sdmbhar lake, thus providing railway transport 
between the salt sources of Rajputana and our own 
territories. With the means of communication .which 
formerly existed, it was physically impossible to bring 
into Northern India a supply of salt sufficient for the 
wants of the people. During the administration of 
Lord Northbrook the same policy was followed, and, 
although the rates of duty remained unaltered, the 
extension of the railways in central India admitted of 
a further great step in advance, by the abolition in 
1874, with practically no loss of revenue, of about 
800 miles of the customs line in the Central Provinces 
and Behar. 
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‘ When Lord Lytton became Viceroy, the whole 
question of the salt duties was reconsidered, and the 
result was the declaration by the Government of India 
not only of the policy which it intended to follow in 
connection Avith the equalisation of the duties and the 
abolition of the inland customs line, but of the principles 
by which the administration of the salt revenue ought 
in future to be regulated. What those principles are, 
what has been done towards carrying them into effect, 
and Avhat still remains to be done, will now be stated. 

There can be no doubt that salt is, in itself, a proper 
subject of taxation in India. The folloAving extract 
from a despatch by the Duke of Argyll, dated January 
21, 1869, expresses, v^ery clearly and accurately, Avhat 
appears to be the true doctrine : — 

^On all grounds of general principles, salt is a perfectly 
legitimate subject of taxation. It is impossible, in any country, 
to reach the masses of the population by direct tfixes. If they 
are to contribute at all to the expenditure of the State, it 
must be through taxes levied upon some jirticles of universal 
consumption. If such taxes are fairl}^ adjusted, a large revenue 
can be thus raised, not only with less consciousness on the part 
of the peoi)le, but with less real hardship upon them than in 
any other w’ay whatever. There i.s no other article in India 
answering this description upon A^diich any tax is levied. It 
appears to be the only one which fit present, in that country, 
can occupy the place which is held in our own financial system 
by the great articles of consumjition from which a large part of 
the imperial revenue is derived. I am of opinion, therefore, 
that the salt tax in India must continue to be regarded as a 
legitimate and important branch of the public revenue. It is 
the duty, however, of the Government to see that such taxes 
are not so heavy as to bear unjustly upon the poor, by amounting 
to a very large percentage uiion their necessary expenditure. 
The best test whether an indirect tax is open to this objection 
is to be found in its effect upon consumption. 
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‘ I observe that several of those officers whose opinions upon 
this question have been given in the papers before me, found 
that opinion upon what they have heard, or what they have not 
heard, in the way of complaint among the native population ; 
but this is a very unsafe ground of judgment ; it is one of the 
great advantages of indirect taxation that it is so mixed up 
with the other elements of price that it is paid without 
observation by the consumers. Even at home, where the people 
are so much more generally educated, and more accustomed to 
political reasoning, the heavy indirect taxes formerly levied 
upon the great articles of consumption were seldom complained 
of by the poor ; they were not themselves conscious how severely 
they were affected by those taxes, and how much more of the 
articles they would consume if the duties were lower. But 
whilst this peculiarity of indirect taxation makes it a most con- 
venient instrument of finance, it throws additional responsibility 
upon all Grovernments which resort to it to bring the most 
enlightened consideration to bear upon the adjustment of taxes 
wlii.L may really be very lieavy and very unjust, without the 
fact being perceived or understood by those on whom they fall.’ 

lu Sir John Stiiacliey's financial statement made in 
March 1877 it was declared that the main object of 
the Government, and the basis of its whole policy in 
regard to this question, was ‘ to aim at giving to the 
])eoph' throughout India the means of obtaining, with 
the least possible inconvenience, and at fhe cl:!ifapest 
rate consistent with financial necessities, a supply of salt 
the quantity of which should be limited only by the 
capacity of the people for consumption. There can be 
no doubt that, in the interests of t]i6 revenue, the best 
system would be that under which we should levy 
throughout India a low rate of duty on unrestricted con- 
sumption.' 

Although it cannot be truly asserted that there was 
any part of India in which the actual supply of salt was 
insufficient for the preservation of the health of the 



224 PINAKCiBS AND PUBLIC WORKS OP INDIA. 

•people, and although it is an exaggeration to say that 
the salt tax anywhere pressed with extreme severity 
on the poorer classes, yet it was not open to question 
that very large numbers of our subjects failed to obtain 
a full supply of salt, and that the system under which 
high duties were levied on a restricted consumption 
had not even the merit of being financially profitable. 
In the Madras and Bombay Presidencies, where the 
duties were lowest, and salt was cheap and abundant, 
the average consumption of the people per head was 
double that of the people in Northern India, where 
salt was dear, where the duty was high, and the supply 
limited ; and financially, the results in the former case 
were far more satisfactory than in the latter. The 
salt duties yielded, relatively to the population, a larger 
revenue in Madras than in any other part of India. 

The Government would have desired that the duties 
throughout the whole of India should be at once 
brought down to the rates in force in Madras and Bom- 
bay, but the immediate loss of revenue would have been 
at least 1,500,000/., and some years must have elapsed 
before increased consumption restored the revenue to 
its former amount. It was clear that the equalisation 
of th^ duties throughout India was impracticable, unless 
while reducing the duties throughout the greater part 
of India some additions were made, for a time at least, 
to the low duties in Madras and Bombay. 

Although the 'finamdal difficulties in the way of 
dealing with this subject in a thoroughly satisfactory 
way were greatly increased by the necessity, which 
arose in 1877-78, of imposing fresh taxation to meet 
the liabilities caused by famine, that necessity at the 
same time diminished the practical difficulty of en- 
hancing the salt duties in Madras and Bombay, and 
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prevented much opposition which would otherwise have 
been inevitable. Throughout the rest pf India, rates 
were imposed on the land, as a part of the so-called 
famine taxation, but, although no ])ledges were given 
that the exemption would be maintaiued, no such rates 
were imposed in Madras and Bombay, in consideration 
of the increase made in those Presidencies to the salt 
duties. This fact has been systematically misinter- 
preted, and it is still often asserted that the salt duties 
were raised in Madras and Bombay as a part of the 
famine taxation, though the contrary was distinctly 
stated at the time. The measure was a step towards 
the equalisation and ultimate general reduction of duties 
throughout India. 

It is not necessary to state in detail the measures 
taken, from time to time, during tlie last four years, 
for carrying out this policy, but the main facts will 
be described. 

In the beginning of 1878 the duty on salt in tlie 
Madras and Bombay Presidencies was raised from 
Bs. 1-13 tolis.2-8 per maund. In Northern India it tvas 
at the same time reduced from Es. 3 to Es. 2-12, and 
in Bcagal from Es. 3-4 to Es. 3 ; a furtlier reduction 
was made in July of the same year to* Es. %-S in 
Northern India, and Es. 2-14 in Bengal. Li 1878 
agreements were completed with the Native States of 
Eajputana under which the British Government ob 
tained leases of all the more important remaining salt 
sources, and on April 1, 1879, the whole customs line, 
with a small exception on the Indus, was abolished, 
and its abolition led to a direct saving of ijxpenditure 
on the preventive establishments of about 100,000/. a 
year. The leases of the salt sources were framed on 
the precedent of the lease sanctioned by Lord Mayo, 
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under which the Sdmbhar Lake had been managed for 
nine years, Avithoiit any friction with the Native States, 
and with most beneficial results on the price of salt. 
Ample compensation was paid to manufacturers and 
others interested in the salt-works. The chiefs were 
treated with liberahty; they were fully compensated 
for aU loss of revenue, and there is every reason to be- 
lieve that they were and are well satisfied with the 
terms which they obtained. But, as an unavoidable 
consequence of the new system, and one without Avhicn 
the rehef of our own subjects would have been im- 
practicable, tlie peo]ile of tlie Native States in question 
became generally liable to the payment of the Britisli 
salt duty ; a portion, however, of the population still 
obtains salt free of tliat duty, and another portion pays 
only half the usual rate. Efforts were made, in carrying 
out these indispensable measures, to give to the ])eople, 
as far as possible, compensation for the new salt tax 
so imposed on them. In four of the States, ail transit 
duties on goods of every kind were abolished, and in 
all the States witii Avhicii agreements were made it was , 
stipulated that no transit duties on salt should continue 
to be imposed. Rehef was also given by tiie removal, 
from? April 1, 1878, of the duties formerly levied on all 
sugar exported across the customs fine from our own 
territories, which fell mainly on the people of the 
Native States of Eajputana. These sugar duties will be 
more particularly referred to hereafter. 

In Central India the new arrangements have worked 
very satisfactorily. Some difficulties have occurred 
with the Maharaja Holkar alone, certainly through no 
fault or want of liberality on the part of the British 
Government. The Maharaja Scindia, and aU the 
other chiefs with whom agreements have been made, 
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have declared themselves thoroughly satisfied. ‘ Salt,’ 
wrote the Governor-General’s Agent, Sir Henry Daly, 
on November 20, 1880, ‘ is cheaper in Indore than 
it was in 1876, and in all the eastern parts of Central 
India the benefit to the consumers has been great. The 
salt, except in Holkar’s State, is untrammelled by petty 
dues ; and to the poor is at a price before unknown. 
Scindia admits that he has been handsomely treated ; 
and I have heard no chief with whom we have dealt 
say otherwise. I urged liberality in every case ; and 
liberality was observed. . . . Everywhere throughout 
Central India the price shows that salt is a commodity 
within the reach of the poorest.’ 

In Eajputana the Agent to tlie Governor-General, 
Colonel Bradford, wrote, December 4, 1880, that ‘ the 
saH arrangements are working most satisfactorily.’ 
The price of salt was necessarily increased in some 
of the States where salt is produced, but in this respect 
matters go on improving as trade adjusts itself to the 
new conditions. Tliat the income of the chiefs is 
greater now than before the new arrangements were 
made, is said by Colonel Bradford to be indisputable. 

In connection with this subject, it mu^t be remem- 
bered that the Britisli Government has now ‘nearly 
completed, entirely at its own risk and at a cost of 
some 10,000,000/., the railways running through the 
Native States of Eajputana and Central India. The 
benefit thus conferred on the people of these States 
has been enormous. No part of India was formerly 
more completely cut off from communication with the 
sea-board and with the great trading marts of the 
country. The transport of every article of trade has 
now been cheapened ; and wherever the railways have 
displaced road traffic, the onerous transit duties, on 
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almost every article of consumption, from which the 
people of these States have long suffered, have ceased 
to be collected. 

These measures, by which the British Government 
obtained the control of the salt manufacture in Eajpu- 
tana, and without which the abohtion of the inland 
customs hne would have been impossible, were not 
expected to give any direct profit to our revenue. On 
the contrary, they were expected, in the first instance, 
to lead to an annual loss of about 48,000/., which it was 
believed Avould in time be made up by increased con- 
sumption in British territoiy, following the reduction in 
the cost of salt. It is too soon to speak confidently, 
but it now appears probable that the additional reve- 
nue received from the salt consumed in the Native 
States, together with the amount saved by the abohtion 
of the customs line, will considerably exceed the annual 
expenditure on account of compensation to the States, 
and the loss on account of sugar duties, which have also 
been relinquished. 

If this anticipation should be fulfilled, and the new 
arrangements, indejiendently of their effect on the people 
of our own territories, should prove financially profit- 
able, 'it will be cause for satisfaction. It has been 
generally felt that the Native States throughout India 
ought to make much larger contributions towards the 
general expenses of the Empire than we now receive 
from them. Eor the maintenance throughout India of 
peace and tranquillity, they pay, for the most part, 
almost nothing, and these inestimable benefits are mainly 
provided for them at the cost of our own subjects. In 
many cases, however, a partial remedy has been supplied 
by the operation of our salt duties. Thus the States of 
the Nizam, all the Native States of the Punjab, and others 
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ill other parts of India, derive their supplies of salt, 
wholly or in part, from sources where the British duty 
has been levied, and these States thus contribute indi- 
rectly towards the revenue of the British Government. 
Hitherto, with unimportant exceptions, no contributions 
of this or any kind have been made by the Native States 
of Rajputana, and if the new arrangements sliould give 
some direct financial gain to our treasury, they wUl in 
truth cause the partial removal of an injustice, not 
inflict one. 

Tlie great customs line ceased to exist in April 1879, 
and there was an end to those artificial obstructions to 
the free development of trade which had so long 
checked the supply of salt to the people. With it 
disappeared one of the greatest opprobria of British rule 
in India. Lord Lytton, speaking on this subject in the 
Legislative Council in February 1878, said that the 
maintenance of this line was ‘ a great commercial and 
political scandal,’ and that he ‘ sincerely trusted that tlie 
history of his administration might be associated with its 
removal.’ It is a cause of great satisfaction that this 
hope has been fulfilled. 

The salt revenue in the province of Sindh was, 
before 1878, raised by a system of sale by cdhtract. 
This system was extremely defective, led to much 
smuggling, and produced a revenue very small in pro- 
portion to the population. At the beginning of 1878, 
the system in Sindh was assimilated to that in Bombay, 
and the duty was raised to the- same level, namely, 
Es. 2-8 per maund. 

The general result of all these measures was, that 
while the Government was compelled, for a time only as 
it believed, to increase the rate of duty on the salt con- 
sumed by 47,000,000 of our subjects, the rate, was 
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reduced throughout the greater part of India, to the 
reUef of 148,000,000. 

Complete figures to show the difference between the 
present prices of salt in various parts of India, and those 
which prevailed before the first steps in the new policy 
were taken, cannot be given, but tlie following facts are 
interesting. 

At the chief salt mart in Northern India, Agra, in 
January 1868, good average Sdmbhar salt was selling 
wholesale at Es. 5-8 per maund. In 1869 the price was 
Es. 6. In 1876 it had fallen to Es. 4-6, and in 1880 to 
Es. 3-3. Thus, a reduction of about 40 per cent, in the 
price of the most important salt in Northern India has 
been secured at the cost of a reduction of 16;| per cent, 
in the duty. The increased duty in Southern India has 
necessarily increased the price of salt there, but to a 
smaller extent than might have been anticipated. In 
1877, before the last increase of duty, the average price 
of salt in the Madras Presidency was Es. 2-12 per maund, 
while in 1880 it was Es. 3-5. This signifies, taking the 
average annual consumption at 12 lbs. per head, that 
each person has to spend in the whole year upon salt 
about ‘Id. more tlian he sjjent before. The increase 
of prio'e in the Bombay Presidency has been nearly the 
same as in Madras. On the other hand the extension of 
railway communication has done much to lessen the 
price of salt over a great part of the country. In the 
speech already quoted. Lord Lytton observed — 

‘ Nor should it be forgotten, I think, when we come to con- 
sider the practical incidence of the existing salt duties upon the 
poorer jrortion of the population, that the extension of railway 
communication has done much to cheapen the virtual price of 
salt to the people. P’or instance, the lines which now connect 
Bombay with Beypur and Madras, on the one side, and Jab- 
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balpur and Nagi)ur on the other, and those which connect 
Negapatam with Tuticorin, carry salt from the sea-coast to the 
interior at the rate of one anna (l^<Z.)2)er maund for about 
every fifty miles. Thus the carriage of a mauud of salt from 
Madras or Bombay to any intennediate railway station does not 
now exceed eight annas, which is considerably less than the old 
cost of carriage by road, and may be fairly reckoned in favour 
of the consumer, against the corresponding increase of duty. 

‘ Similarly, in the Bengal Presidency, the present railroads 
have placed a great part of the country in immediate communi- 
cation with the sea-coast and internal salt sources ; so that, in 
spite of the continued imposition (in the past) of comparatively 
high duties, the development of railway communication has 
cheapened the price of salt over a great part of the country ; 
and further reductions in the price of salt may consequently 
be expected from further ijrogress in the development of railway 
communication,’ 

The effect of these measures on the consumption of 
salt and on the public revenue mil next be shown. 

In 1870-71 the total consumption of duty-paying 
salt in India was 23,031,000 maunds,^ and the net s^ilt 
revenue was 0,686,335/. In the three years preceding 
1877-78, when the rates of duty \Vere altered, the total 
average annual consumption was 24,218,000 maunds, 
and the average net revenue was 5,739,460/. Since the 
alteration in the duties, the total consumption add the 
total revenue have steadily increased. In 1879-80 the 
consumption had risen to 27,861,000 maunds, and the 
net revenue had risen to 6,895,713/., an increase in three 
years of more than 1,000,000/. In 1880-81 there has 
been a decline in the consumption to 27,240,000 maunds, 
and of the net revenue to 6,572,000/. This is attributed 
partly to an artificial stimulus given to the sale of 
Sdmbhar salt in the previous year, and partly to the 
ordinary fluctuation of trade. 

‘ The maund equals 82f lbs. ; a ton contains 27| maunds, 
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The reform commenced in the course of the year 
1877-78, and was not completed until the end of the 
year 1878-79. It will therefore be best to compare the 
average consumption of the years 1875-76 and 1876 
—77 with that of the years 1879—80 and 1880-81. It 
will be found that the increase has been universal. 
In Bengal, where the duty was reduced from Es. 3-4 to 
Es. 2-14 per maund, the average consumption has 
risen from 8,014,000 to 8,877,000 maunds, but there 
has been a loss of duty amounting to 48,000^. In 
Northern India where the duty was reduced from 
Es. 3 to Es. 2-8, and the place of levy removed from the 
customs line to the sources of production, the consump- 
tion has increased from 4,517,000 maunds to 6,155,000 
maunds, and the duty levied from 1,334,000/. to 
1,519,000/. In Madras and Bombay, which should 
be token together, since the west coast of Madras is 
chiefly but not wholly supplied witli salt from Bombay, 
while Madras chiefly but not wholly supplies Mysore 
and the Nizam’s territory, the duty was raised from 
Es. 1-13 to Es. 2-8 ; nevertheless, the consumption has 
increased from 10,678,000 maunds to 10,923,000 maunds, 
and the duty from 2,001,905/. to 2,727,800/. For the 
whole^' of India the average annual consumption rose 
Irom 24,424,000 maunds in 1875-77 to 27,550,000 
maunds in 1879-81, the revenue increasing at the same 
time from 5,996,000/. to 6,834,000/. 

The -maintenance and even increase of the consump- 
tion in spite of the increase of the duties in Madras and 
Bombay is remarkable. The increase of annual taxation 
which the measure involved was estimated at about two- 
pence a head, distributed over the year by almost daily 
instalments, each of them infinitesimally small. The fact 
appears to be that, when, in consequence of the abund- 
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ance of supply and lowness of price, the people of a 
country have become accustomed to consume a con- 
siderable quantity of salt per head, a small increase in 
the cost of salt will have a very slight effect in altering 
their habits and diminishing the quantity which they 
consume, and will interfere little with the growth of 
consumption following increased population, and ex- 
tended cheap railway transport. 

Such considerations as these indicate another and 
a very important coiwdusion. It appears highly probable 
that if the policy that has been described is followed for 
some years to come, the average consumption per head 
of the population will increase in the other parts of India 
to an amount as high as that which already prevails 
in Madras and Bombay ; and that with a uniform duty 
throughout India, at a rate lower than the lowest now 
in force, and coincidently with a general reduction in 
the price of salt to the people, the revenue will become 
several millions larger than it is at the present time. 
If these anticipations should be fulfilled, the Govern- 
ment will have in its hands a financial engine of im- 
mense power ; for it will be able, for the purpose of 
meeting any serious emergency, to obtain, temporarily, 
by a small increase of duty, a large increase of revenue, 
and this almost without the people being conscious that 
any addition has been made to their burdens. But 
these results will only be attained if we steadily perse- 
vere in the course that has lately been followed ; we 
must finally abandon the erroneous notion that it is 
profitable to levy the salt tax at a high rate on a 
restricted consumption, and resolve to act at aU times 
on the only sound principle, that the interests of the 
people and of the public revenue are identical; for 
we shall receive the largest possible revenue when the 
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salt duties are low, and when the people throughout 
India obtain ‘ an unlimited supply of salt at the 
cheapest possible cost.’ No time could be more favour- 
able than the present for taking another step in this 
direction, by a large and general reduction in the salt 
duties. The condition of the finances is so prosper- 
ous that a temporary loss of revenue could well be 
afforded, but this would rapidly diminish, and the salt 
revenue would before long be in a far more satisfactory 
condition than any which has hitherto existed. 

Although the wisdom of these reforms is plainly 
shown by their results, it must not be supposed that the 
increased consumption of salt and the improvement 
in the revenue have been exclusively clue to the 
reduction and equalisation of the duties, and to the 
removal of the hindrances to trade caused by the inland 
customs line. The extension of railways, the general 
improvement in the means of communication, the open- 
ing out of new markets, and the increasing prosperity 
of the country, have all powerfully contributed to the 
results which have been obtained ; and without 
support of this kind the policy wlii(;li has been 
adopted could not have succeeded. Until the last few 
years ithe means of supply and transport throughout 
the greater part of India were most imperfect, and the 
quantity of salt available for consumption was limited 
by material causes, and not by the requirements of the 
people. , So long as this was true, many of the essential 
conditions of success for a policy which aims at raising 
the salt revenue without placing any avoidable restric- 
tions on the consumption of the country, were absent. 

The amount of duty is obviously only one among 
the numerous causes by which the price of salt is 
affected, and it is clear that it can by no means be 
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assumed that reduction of duty will always be at once ’ 
followed by reduction of price ; but it is equally clear 
that, although in some particular place and province the 
price of salt may be as high after the reduction of duty 
as it was before, this affords no evidence that tlie reduc- 
tion was unwise. Whatever may happen for a time, it 
is certain that if trade be free, and the means of com- 
munication sufficient, every reduction of duty must ulti- 
mately contribute to a reduction of price and to an 
increase of consumption. 

During the last eight’ years the average rate of duty 
for tlie whole of India has only vained between a mini- 
mum of Ks. 2-43 per maund in 1875-76 and a maximum 
of Es. 2-5G per maund in 1878-79, the mean for the 
entire period being Es. 2-48. It was in view of this 
that in the measures of the last four years, which aimed 
at establishing throughout India a uniform duty, the 
Government adopted as nearly as possible the existing 
average rate ; thereby alike avoiding any loss of reve- 
nue which could not tlien be spared, and any increase 
'to the average burden on the people. The rate fixed 
was therefore Es. 2-8 per maund, equivalent to five 
eighths of a penny per pound. This rate is now in force 
everywhere except in the Trans-Indus territory erf the 
Punjab, in the greater part of Lower Bengal and in 
British Burma. 

Most of the salt produced Trans-Indus is exported 
into Afghanistan, and is charged with extremely low 
rates of duty for reasons chiefly of a political character. 
This, however, involves the maintenance of a customs line 
for some 400 miles along the Indus. There seems to be 
no sufficient reason for not i-aising the duty to the rate 
prevailing in the Punjab, which would enable the Govern- 
ment to get rid of this last fragment of the customs line. 
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The duty in Bengal, which is now Es. 2 14 per 
maund, should be immediately reduced by 6 annas. 
Increase of consumption would soon make good the 
temporarj' loss of revenue. It must not be forgotten 
that the difference between the rate of duty levied on 
Liverpool salt in Bengal and that imposed on salt pro- 
duced in Northern India was formerly 4 annas and is 
now 6 annas a maund. The Salt Chamber of Commerce 
of Cheshire and Worcestershire represented early in 
1880 that Liverpool salt had thus been placed at an 
unfair disadvantage, and that it had been driven out 
of markets formerly supphed by it.^ The latter state- 
ment is perhaps a mistake, but it is impossible to deny 
the general justice of the complaint. Lord Lytton was 
very anxious at the commencement of 1880-81 to apply 
an immediate remedy, but, pending further inquiry, 
this was delayed. It is impossible to defend the main- 
tenance of this differential duty, and there can be no 
doubt that the Liverpool and the Indian salt ought, in 
respect of the rate of duty, to be placed on precisely 
the same footing. 

In British Burma an important reform remains to 
be carried Qut. Salt is now taxed at the nearly nominal 
rate of three annas jier maund. It has long been re- 
cognised by the most experienced local authorities that 
it would be highly desirable to abolish the present 
objectionable capitation tax, and impose a duty on salt 
at the Indian rate. A salt duty could not, while the 
population of the province remains small, produce so 
much revenue as the capitation tax, but it would re- 
place it to a considerable extent. Indeed, there would 
probably be no loss at all, if the people of Upper Burma, 
who now obtain their chief supphes of salt from our 
* S«e Financial Statement for 1880-81, paragraph 94, 
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territory, -wrere obliged to contribute to our revenue by 
paying duty on the salt which they consume. ‘ I do not 
see,’ Sir C. Aitchison, the Chief Commissioner, wrote 
in 1878, ‘ any objection to the enhancement of the salt 
duty in Burma. Tlie ordinary objection to a tax on 
necessaries, as lowering the condition of the labouring 
classes, hardly applies to the present circumstances of 
the country. The standard of comfort of the labouring 
class is higher than in othei' Indian pro'vdnces. The 
rate of wages is very considerably higher, while the 
staple food of the working classes is not correspondingly 
dear. From certain calculations I have made of the 
relation of wages to the price of various staple articles 
of food, I estimate that, roughly speaking, a labouring 
man in Burma is twice as well off as his fellows in the 
North-Western Provinces, the Central Provinces, or the 
Punjab : he gets far more from his labour, and does not 
pay very much more for his food.’ 

No such enhancement of the salt duties is at the 
present time possible, because the British Government 
is obliged, by its treaty engagements, to supply salt to 
Uj)per Burma at the rate of 1 per cent, ad valorem, or 
about one-half pie, or a small fraction of a farthing, per 
maund. Upper Burma is almost entirely dependent on 
us for its salt supply, and, while the treaties remain in 
force, we could not largely increase the duty in our own 
territories "without the certainty that our attempts to 
raise a higher revenue would be, to a great extent, 
frustrated by smuggling from Upper Burma. It is to be 
hoped that a revision of the treaties may before long 
remove this obstacle to an important fiscal reform, and 
meanwhile the subject ought to be kept in view by 
the Government. 

Before leaving the subject of Salt, it must be ob- 
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served that one great improvement still remains to be 
carried out. The salt department throughout India 
ought undoubtedly to be administered by the Supreme 
Government, and not by the Local Governments as is 
now the case in the greater part of India. The evils of 
divided management are strongly felt. There are, of 
course, some most important functions which the Local 
Governments can alone exercise ; they alone can judge 
how far it is wise and right to enforce the salt laws 
in their absolute rigour ; they alone can take care 
that the operation of the tax does not become oppres- 
sive, and they alone can suggest efficient measures 
for mitigating its severity by tlie improvement of the 
communications, by the encouragement of local manu- 
facture, or other means of a local kind. But, witliout 
depriving the Local Governments of their jurisdiction, 
or exempting them from their obligations in such 
matters, justice to the taxpayers throughout India 
requires that the salt tax should be in the main regu- 
lated and administered by the Central Government. 

The Salt Department is already administered directly > 
by the Government of India in the North-Western and 
Central Provinces, Oudh, and the Punjab, and in Cen- 
tral •India and Eajputana, and with most satisfactory 
results. Conflicts between the Local Governments and 
the Salt Department or the Central Government are 
unknown. It would be most desirable to apply the same 
procedure to the rest of India, and thus to utilise for 
the general advantage the experience gathered in various 
parts of the country. Another reason for making the 
administration of the salt revenue imperial is the fact 
that the revenue brought to account in each province 
is not the duty levied upon the consumption of salt 
within the province. Bombay supplies salt to Madras, 
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Bengal, the Central Provinces, and the Native States of 
Central India. Madras salt goes to Mysore and Hyder- 
abad, as well as to the Central Provinces. The Imperial 
Government can alone administer the salt revenue with 
a view to the interests of those provinces where the 
salt is consumed as well as of those where it is pro- 
duced. Difficulties and disputes have not unfrequently 
arisen from the contention of these interests. 

The fact that the inland customs line was used, 
until the 3 ^ear 1878, for the purpose of levying duties 
on Sugar as well as on Salt, has been already referred to ; 
and tlie abolition of these duties, which were more 
than once characterised as ‘ the most discreditable relic 
of the dark ages of taxation that exists in India,’ must 
be mentioned among the useful measures of Lord 
Lj'tton’s administration. The following description of 
them, and of the considerations which led to their ex- 
tinction, is taken from Sir John Strachey’s Financial 
Statement for 1877-78 : — 

‘ T have alluded to the duties levied on sugar exported across 
the inland customs line. These are one rupee per maund on 
refined sugar, and six annas per maund on unrefined sugar, or 
saccharine produce. Except where the line runs along the left 
bank ol the Indus, exports across it are taken to Native §tates ; 
but, when it passes the Indus, the sugar is merely taken from 
one part of British territory to another. This sugar is all the 
produce of our own people in the North-Western Provinces, 
Oudh, and the Punjab ; it is one of the most important agricul- 
tural staples of those provinces ; and it is important not only to 
agriculturists and manufacturers and consumers, but directly 
to the Government, which looks greatly to sugar cultivation 
for its irrigation revenue. 

‘ While we are taxing heavily our own sugar grown on the 
east of the customs line for the supply of the country beyond 
it, we admit into the same country the Mauritius sugar, which 
is imported largely to Bombay, taxed at. a much lower rate. It 
is calculated that the inland customs duty is equivalent to 10 
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•per cent, on the value ; but the incidence of the duty varies 
considerably, particularly on refined sugar. In the cheaper 
kinds the duty is equivalent to more than 20 per cent, on its 
value. The sea import duty on Mauritius sugar is 5 per cent. 
ad valorem. I do not assert that there is, at presei^t, any 
great competition between the sugar of the upper provinces 
of this presidency and foreign sugar ; but as far as competi- 
tion exists, the inland customs duty acts as a protective 
duty in favour of foreign and against .our own sugar ; to this 
extent the duty must fall on the producer within the customs 
line. The competition will be more apparent and severe when 
the connection of the Eajputana State Kailway with the Bombay 
and Barodaline is completed. 

‘ Little or no sugar is grown in Eajputana or Central India ; 
and the increase of price caused by the inland customs line must 
tend to diminish consumption, and so, still fui-ther, to injure the 
producer. It is impossible to estimate the injury to the peo 2 ile 
and to the Gk)vernment caused by placing artificial obstructions 
on the export of one of the great agricultural sta{)les of the 
country ; and such obstructions obviously affect not only the 
export but the import trade as well. The Government of India 
has repeatedly urged upon Native States the 2 >olicy of abolishing 
their transit duties, but it is difficult to see with what consis- 
tency we can do this, so long as we retain sugar duties. They 
yield about 165,000^. a year.’ 

These duties were altogether abolished on April 1, 
187&j' with the approval of everyone who could appre- 
ciate their mischievous and discreditable character. 
Arguments were used in their defence, it is true, founded 
on the behef that their existence was probably unknown 
to the sugar growers in our provinces, and that they 
were virtually paid by the consumers in Eajputana. 
But the ignorance of the peasants of the North-West 
Provinces did not afiect the interference of the duties 
with the growth of sugar, nor did the incidence of 
charge on the people of Eajputana diminish the real 
obstruction they caused to the salt trade which, it was 
so important to develop. 
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Next to the land revenue the most productive hdhd of 
revenue in India is opium, the net receij)ts from which 
are now little less than 8,500,000/. a year. The greater 
part of this sum is deidved from the opium exported 
to Eastern Asia, and chiefly to China. Less than 
200,000/. is obtained from opium issued to the excise 
department for consumption in India. 

The revenue from opium is raised in two ways. In 
Bengal a strict monopoly is maintained by the Govern- 
ment ; the poppy may not be grown and opium may 
not be prepared except for the Government. The 

B 
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cultivation of the poppy is voluntarily carried on in 
certain districts, under a system of advances, without 
interference in details, nor is any pressure exercised 
for its promotion. Its extent depends chiefly on the 
increase or decrease of the price offered by the Govern- 
ment for the produce, the rate being regulated so as to 
secure the quantity required for manufacture. The 
crude opium thus obtained is carefully prepared at the 
Government factories, sent to Calcutta, and sold there 
by auction without reserve to the highest bidders. 
The quantity sold annually is now 56,400 chests, or 
4,700 at each of the monthly sales which take place 
regularly throughout the year. The Government is 
pledged not to alter this quantity Avithout giving at 
least twelve months’ previous notice. The difference 
betAveen the cost price of the opium and the auction 
price constitutes the revenue from Bengal opium. 

Another part of the opium revenue is raised by the 
leAry of a fixed duty on all opium exported from 
Bombay. This opium, commonly kuoAvn as Malwa 
opium, is produced in the Native States of Central India. 
The British Government has no concern with either the 
cultivation of the poppy or with the preparation or 
transport of the drug ; it exercises no control over the 
quantity exported, otherwise than by the levy of the 
duty on every chest of opium before its export from 
Bombay is allowed. The present rate of duty is Es. 
700 per chest. The average quantity annually exported 
is now about 45,000 chests. 

Thus, rather more than half the total quantity of 
the opium exported from India is derived from the 
Government monopoly in Bengal, and rather less than 
half from the produce of the Native States of Central 
India. 

There is a general impression that this source of 
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revenue is peculiarly uncertain, that its fluctuations have 
been extremely great, and that its maintenance is in a 
high degree precarious. That such opinions were fifteen 
or twenty years ago to some extent justified by the 
facts cannot be denied, but there is no room to doubt 
that nearly all the serious oscillations which at that 
time took place in the opium revenue were directly 
caused by administrative mistakes, and by the absence of 
any settled policy on the part of the Government. At 
the present time the only serious doubts in regard to the 
•stability of the opium revenue are those suggested by 
the hostility of influential classes in England, a hostility 
inspired by respectable motives, but based on ignorance 
or complete misconception of the facts, though not for 
that reason less formidable. 

Between 1794 and 1838, when the commercial mono- 
poly of the East India Company was abolished, the gross 
opium revenue rose pretty steadily from an insignificant 
sum to more than 2,000,000/. sterling. In 1839 the first 
Chinese war took place ; this caused a temporary de- 
pression, which, however, was of short duration. By 
1842 the revenue had recovered its position, and it went 
on steadily and constantly rising until 18p5-56, when 
it amounted to 5,197,000/. During this period* there 
were only two fluctuations of importance ; the first in 
1847-48, when the second Chinese war reduced the 
revenue, for a single year only, by nearly 1,000,000/., 
and the other in 1850-51, when the rebellion in China 
led to a not very serious disturbance in the regularity 
of its progress. Until 1855-56 no important branch of 
revenue could, in any country, have increased more 
steadily. The supply of opium brought to sale in Ben- 
gal had been gradually increased, the number of chests 
rising from 18,362 in 1842 to 33,561 in 1852. During 
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this period the fluctuations of price were small. In 
1843 the price per chest was Es. 1,345 ; in 1852 it was 
Es. 1,110. 

After 1852 a great change came over the manage- 
ment of the opium department. For reasons which 
are not apparent, the system which had worked so satis- 
factorily "was abandoned ; frequent vacillations of policy 
took its place, and then began the great fluctuations 
in the opium revenue from which came that reputation 
of precariousness which has not yet been lost, although 
under a better system it has ceased to be deseiwed. 

In the three years follomug 1852 the sales were 
increased very rapidly, the number of chests sold in 
1855 having been 53,319, an increase of nearly 20,000 
chests in three years. In 1856 the number was again 
diminished to 41,492, in 1857 it was 43,903, in 1858 it 
was 32,676, in 1859 it was 27,173, in 1860 it was 
21,363. After this the number of chests sold was raised 
again as rapidly as it had before been reduced. In 
1861 it was 21,423, in 1862 it was 29,393, in 1863 
it was 39,240, in 1864 it was 49,646, and in 1865 it was 
64,111. In 1866 it was once more suddenly reduced to 
40,000, and.in 1867 raised again to 47,999. 

That the violent fluctuations in the quantities sold 
during this period of twelve years should have been 
accompanied by equally violent fluctuations in the price 
at which the opium was sold was no more than might 
have been expected, a rise taking place as the quantity 
was reduced, and a fall as it was increased. Thus the. 
price, which had fallen to Es. 737 a chest in 1855, on 
the great increase of the sales in the two preceding 
years, rose to Es. 1,871 in 1861,^ with the great reduc- 

^ For three months in this year the prices were Es. 2 ^ 80 , Es. 2 , 470 , and 
Es. 2,607. 
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tion of quantity, and fell again to Es. 956 in 1865 with 
the next great increase. This time was one of constant 
and violent speculation in the export trade, caused 
almost entirely by the absence of any settled pohcy on 
the part of the Government as to the quantity offered 
for sale year by year, and the fluctuations in the opium 
revenue were, as a necessary consequence, very great 
also. 

The gross revenue from Bengal opium was during 
^this period as follows : — 


1856 - 66 . 

1860 - 67 . 

1857 - 68 . 

1858 - 59 . 
1659-60 . 
1860-61 . 

1861 - 63 . 


. £ 4 , 172,000 
. 3 , 826,000 
. 6 , 216,000 
. 4 , 671,000 
. 4 , 314,000 
. 4 , 200,000 
. 8 , 914,000 


1862-03 . 

1803 - 04 . 

1804 - 05 . 

1805 - 66 . 
1860-07 . 
1807-08 . 


. £ 4 , 813,000 
. 6 , 347,000 
. 6 , 265,000 
. 6 , 390,000 
. 4 , 948 , 000 * 
. 6,666,000 


Its amount directly depended on the price and on 
the quantity of the drug brought into the market. 
The price in great measure followed the quantity, which 
depended on the extent of the crop and produce, and 
this in turn va: ied with the season and the area under 
cultivation. The opium crop is very much influenced 
by irregularities of season, which are incessant^, while 
the area under cultivation at this time constantly 
changed, being regulated on no uniform system. 

The true principles upon which the opium revenue 
ought to be administered were first clearly laid down by 
Sir Cecil Beadon, Lieutenant-Governor of Bengal, in a 
minute dated April 18, 1867. ‘ Vacillation or uncer- 

tainty,’ he wrote, ‘ in regard to the quantity of opium 
to be provided and brought forward for sale, not only 
acts injuriously upon the market and encourages 

* From a change in the commencement of the financial jear, 1866-67 
embraced onlj^ eleTen months. 
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gambling, but deprives the State of the full profit of its 
monopoly, and causes great fluctuation in the revenue. 
It also deranges the condition of agriculture over a wide 
extent of country, and discourages the ryots from 
engaging in a cultivation which, though more profitable 
than that of ordinary crops, they may at any time 
be required to abandon. It is not desirable that the 
area under poppy cultivation should be in excess of 
what on an average of years is found sufficient to 
produce the desired quantity of opium. ... If in 
any year the produce of opium exceeds the quantity 
which it is thought desirable to bring forward for 
pubhc sale, the excess should be held as a set-oflT 
against the temporary increase of expenditure involved 
in its purchase, and as a reserve against failure in future 
seasons ; but if in any year the crop be a short one, and 
there is no such reserve, the quantity to be brought 
forward for sale must of necessity be limited to the 
actual supply, and, though there may be some saving in 
the expenditure of the year, the net revenue must either 
decline or be maintained only by such an increase 
on the selling price as will stimulate competition from 
abroad. Urrfortunately the vicissitudes of season are 
so great, and the crop so precarious, that it is impossible 
to estimate beforehand, within a range of several thou- 
sand chests, what the actual produce of a given area 
will be; but though the yield under the most favourable 
circumstances cannot exceed a certain limit, it may, 
under very unfavourable circumstances, such as a pro- 
longed drought or the prevalence of hail-storms during 
the brief gathering season, be reduced almost to nothing.’ 

Sir Cecil Beadon showed that the quantity of opium 
brought to market ought to vary very little fi*onl year 
to year, and that with the maintenance of a permanent 
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reserve, from which the deficiencies of bad seasons 
would be supplied, the regulation of this quantity could 
always be secured. He showed that the quantity sold 
ought to be determined by the price obtained, and that 
the price to be aimed at was one that should neither 
provoke the competition of foreign countries in the 
Chinese market, nor stimulate the production of opium 
in China itself. His conclusion, based on all available 
facts, was that Es. 1,200 per chest might be looked on 
as a safe average price, but that anything much above 
\his was dangerous to the revenue. He considered that 
at the time he wrote, in 1867, not less than 48,000 
chests should be brought to sale annually, and that when 
a sufficient leserve stock had been accumulated this 
quantity ought to be gradually and cautiously increased. 
Thus, he believed, the stability and steady progress of 
the opium revenue would be insured. The wise policy 
recommended by Sir Cecil Beadon was accepted by the 
Government of India in 1867, and it has been acted 
upon ever since. Owing, however, to bad seasons, it 
was a long time before the necessary reserve stock 
could be collected, and it was not until 1875-76 that 
fuU efiect could be given to the new system. Its intro- 
duction was completed by the notification of Ma[tch 8, 
1879, when the Government abandoned the system of 
varying yearly quantities, and announced that a certain 
fixed amount would be brought to sale every month, 
and that this amount would not be altered without due 
notice. 

This policy has been highly successful, and there 
can be no doubt that the great and constant increase of 
the opium revenue for some years past has been to a 
large degree due to the steadiness of the supply brought 
ipto the market, which the accumulation of a reserve 
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stock has rendered possible, and to the consequent com- 
parative steadiness of price and diminution of mischievous 
speculation in the trade. The Government, in this 
respect, now acts on the principles which are uni- 
versally observed in the supply of agricultural produce 
by prudent traders. A wine merchant, for instance, 
would find it impossible to carry on his business if he 
acted on the plan formerly followed by the opium 
department in India, and- neglected to keep in store a 
stock sufficient to guard him against the accidents of 
season. 

The foregoing observations refer exclusively to the 
Bengal opium revenue. The Bombay portion of the 
revenue has been much more stable. The quantity 
exported has not varied greatly or suddenly from year 
to year, while a fairly gradual increase has taken place. 
Nor have Bombay prices been subject to violent change, 
though they have been perceptibly aflected by great 
fluctuations in the Bengal market, and have thus acted 
on the export trade, and therefore on the revenue. The 
uncertainties of the gross revenue receipts directly due 
to the want of method in the Bengal administration 
during past .years, have in this manner been not a little 
increased. 

Whatever may have been the case before the 
present system was established, it is a complete error 
to suppose that the opium revenue has at the present 
time any -special character of uncertainty ; on the con- 
trary, during the last twelve years there has been no 
branch of the revenue which has been generally more 
steady, and during the last five years its growth has 
been rapid. 

The gross and net opium revenue in -each year since 
1869-70 have been, according to the published ac- 
counts, as follows: — 
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1869-70 .... 

Gross 

. £ 7 , 953,098 

Net 

£ 6 , 132,387 

1870-71 .... 

. 8 , 045,459 

6 , 031,034 

1871-72 .... 

. 9 , 253,859 

7 , 667,187 

1872-73 .... 

. 8 , 684,691 

6 , 870,416 

1873-74 .... 

. 8 , 324,879 

6 , 323,396 

1874-76 .... 

. 8 , 666,629 

6 , 214,782 

1876-76 .... 

. 8 , 471,426 

6 , 262,026 

] 876-77 .... 

. 9 , 122,460 

6 , 280,781 

1877-78 .... 

. 9 , 182,722 

6 , 621,337 

1878-79 .... 

. 9 , 399,401 

7 , 669,032 

1879-80 .... 

. 10 , 319,162 

8 , 249,808 

1880-81 .... 

. 10 , 498,000 

8 , 466,000 


These figures show that the net revenue presents 
rather larger fluctuations than the gross, but that the 
progress of the revenue receipts has been in reality con- 
tinuous and steady notwithstanding these fluctuations 
The fact is often not duly appreciated that the 
fluctuations which, from time to time, are seen in the 
account of the net opium revenue are caused to a very 
great extent, not by fluctuations in the Chinese demand 
or in the price obtained, but by the greater or smaller 
out-iurn of the crop, and the consequent variations in 
the expense of gathering it ; that is to say, that they 
are often not due to fluctuations in the income, but in 
the charges upon it. , 

The greater part of the expenditure is due to the 
cost of purchasing and manufacturing the opium in 
Bengal. But (as was explained in Chapter V.) the 
actual expenditure in each year does not depend on 
and has no direct relation to the quantity of opium sold 
in that year. Advances on account of the crop are 
first made in August or September, when preparations 
for the sowings commence, and these advances are con- 
tinued, from time to time, until all the opium is de- 
livered, weighed, and taken over by the Government 
Opium Agent, that is, until May or June. It is evident 
that the expenditure must vary with the extent of the 
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crop, and since the year of cultivation is not conter- 
minous with the financial year, the expenditure incurred 
in the financial year is on account of two crops; the 
chief part of the expenditure on the crop actually sold 
in any financial year will have been incurred in the 
previous financial year, and the actual expenditure in 
the financial year chiefly depends on the character of 
the season commencing six months after the estimate is 
framed. The quantity of a crop depends entirely on 
the season, and the seasons are very variable. For 
instance, in 1875-76 and 1876-77 the seasons were 
favourable, and the amount of opium produced in each 
of these two years was about 72,000 chests, "while in 
1877-78, there was a poor crop, from which only 47,700 
chests were manufactured. These facts were reflected 
in the expenditure incurred, which was 2,841 ,647^. in 
1876-77, 2,661,266^. in 1877-78, and only 1,698,730/. 
in 1878-79. The result of these variations is seen in 
the recorded net revenue of the three years, which was 
as follows : — 

1876 - 77 . . . £ 6 , 280,781 

1877 - 78 .... 6 , 621,337 

1878 - 79 .... 7 , 699,032 

• 

It ‘might be supposed from these figures that there 
had been in the last year a great and sudden increase 
in the demand for opium, but in reality there was no 
increase or fluctuation at all. The high net revenue 
of 1878-79 was due to the shortness of the crop and 
the consequent diminished expenditure, while the net 
revenue of 1876-77 and 1877-78 was greatly reduced 
by the bumper crops of the years next preceding. 

If we adjust the expenditure to the real cost of the 
opium sold during the three years, we find that the real 
net revenue remained steady, as follows 
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1876- 77 . £7,069,633 

1877- 78 . 7,208,820 

1878- 79 , 7,276,610 


It was before stated (as was explained in Cbapter V.) 
that during the last twelve years we have paid 1,1 05,299/. 
more than the actual cost of the opium sold, and that 
this sum is represented by the reserve stock of Bengal 
opium actually existing at the end of 1880-81. Unless 
these facts are properly appreciated, it is not possible to 
understand the real position of the opium revenue, nor 
can any comparison be made between the amounts yielded 
in different years. Setting off each year the actual cost 
of the opium sold against the amount received from 
the sale, the real net revenue for each of the last twelve 
years has been as follows : — 


1869- 70 . 

1870- 71 . 

1871- 72 . 

1872- 73 . 

1873- 74 . 

1874- 76 . 


. £6,170,484 
. 6.117,919 
. 7,161,438 
. 6,829,226 
. 6,468,396 
. 6,683,104 


1876-76 . 

1876- 77 . 

1877- 78 . 

1878- 79 . 

1879- 80 . 

1880- 81 . 


. 6,496,460 
. 7,069,633 
. 7,208,820 
. 7,276,610 
. 7,981,082 
. 8,409,763 


Going further back, and taking the figures as they 
appear in the published accounts, the progress of the 
net revenue during the last twenty years has be^n as 
follows : — 


1861-62 to 1866 66 . 
1866-67* „ 1870-71 . 
1871-72 „ 1876-76 . 
1876-77 „ 1880-81 . 


Total net revenue. 

. £27,261,241 
. 31,668,832 
. 33,317,806 
. 37,188,968 


Annual average 

£6,450,248 

6,333,767 

6,663,661 

7,487,792 


There has thus been a constant increase in the net 
revenue from opium, and the annual net receipts are 
now nearly 2,000,000/. more than they were twenty 
years ago. In the last three years the increase has 


^ In this year there were only eleven months, which reduces the annual 
ftyerage for the five years by about 100,000/, 
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been very marked ; no reason is apparent why it should 
not be maintained. 

These facts conclusively show that the opinion fre- 
quently expressed as to the instability and precarious 
character of the opium revenue is, so far at least as the 
present time is concerned, completely incorrect, and 
that no branch of the revenue has shown a more steady 
development. They show also that there has been no 
reason for the practice constantly followed for many 
years past, and constantly urged upon the Government 
of India by successive Secretaries of State, of greatly 
under-estimating the opium revenue in making the 
financial arrangements of the year. This practice has 
been the consequence of the mistaken ideas that have 
prevailed in regard to the instability of this branch of 
revenue, and those ideas have been encouraged by the 
constant divergences between the estimates and the 
actual receipts from opium, which are the necessary 
consequence of deliberate under-estimates. There is 
no single year since 1870-71 in which the opium 
estimate has not proved greatly too low. The deficiency 
in the estimate has never been less than 270,000/., and 
its average, amount in the last twelve years has been 
941,*000/. In the Budget estimates for 1881-82, lately 
published, the net opium revenue is estimated, in ac- 
cordance with the Secretary of State’s orders, at 
6,500,000/. This is less than the average revenue of 
ten years ago ; it is 1,500,000/. less than will probably 
be reahsed, and at least 1,000,000/. below what would 
have been an estimate of moderation and caution. 
There is no justification for continidng this practice. 

Even if it be admitted that there is real cause for 
doubting whether the opium revenue .will be perma- 
nently maintained on its present scale of productiveness, 
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^it cannot for a moment be asserted that nny danger 
exists of its immediate and sudden collapse, and deli- 
berately to under-estimate it is as great a mistake as 
deliberately to under-estimate any other branch of the 
revenue. It is, of course, impossible to speak with 
equal confidence of the future, but the Indian opium 
revenue runs, in my own opinion, one serious risk only, 
and this arises, not from any action hkely to be taken 
in China, but froin the well-meaning but misinformed 
prejudices of those people in England who believe it 
to be morally wrong that the Government should derive 
a large part of its income from such a source. 

It is proved to demonstration that although excess 
in opium, so far as the effect on the individual consumer 
is concerned, is as bad as excess in alcohol, for it can- 
not be worse, opium is to the immense majority of the 
Chinese, who use it in moderation, as harmless as any 
other of the stimulants which enter largely into the 
consumption of the world. Excess in opium-smoking 
is less common in China than excess in drinking in 
Great Britain, and, however ruinous it may be to the 
individual, it is much less injurious to his neighbours. 
It destroys his health, but it does not lead to violence 
and to crime, and it seems certain that the consumption 
of opium in China is infinitely and beyond aU com- 
parison less productive of evil than the consumption of 
alcoholic drinks in our own country. So long as the 
principle of repression by the State in these matters 
is not accepted for our own countrymen, Englishmen 
should surely hesitate before they proceed to apply it 
arbitrarily to others. 

Opium, hke all other stimulants, is mischievous 
when taken in excess, and harmless or beneficial when 
taken, as it ordinarily is, in moderation. Evidence can 
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be produced to any extent on both sides of this question, 
but it is not proposed to quote it. One fact, however, 
must be noticed which has an important bearing on the 
subject, because it has received little attention in the 
discussions regarding the results to which the moderate 
consumption of opium leads. 

There has practically been very little restriction, 
either under the Native Governments or under our 
own, on the cultivation of the poppy in the Punjab, and 
there has always been a very large consumption of 
opium in the province, especially among the Sikhs, who 
are prevented by rehgious prejudices from smoking 
tobacco. The opium is chiefly consumed in the form 
of a decoction of the poppy heads called post. Its use, 
although general among the Sikhs, has never been 
asserted by any competent authority to be injurious ; 
the people who use it are physically the first race in 
India, and it would be difficult to find finer-looking 
men in any part of the world. ‘ It is the abuse,’ wrote 
the Financial Commissioner of the Punjab, ‘ not the use 
of the products of nature that deserves the condemna- 
tion of the moralist. Prom the poppy is extracted a 
valuable sqdative, largely used by the Sikh nation, than 
whom there is not a people of India of finer physical 
development, of more manly character, more excellent 
health, or more prolonged life.’ The same may be said, 
with little exaggeration, of the Chinese. 

The common notion that China mainly depends on 
India for her supply of opium, and that if Indian opium 
ceased to be imported the Chinese would cease to con- 
sume the drug, is a complete delusion. India, Lord 
Mayo observed, possesses conditions of soil and climate 
which give her the monopoly of opium of the highest 
cachet. She is in this respect situated as Prance is in 
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respect of wines. The superiority of her produce 
enables it to defy competition in the Chinese market, 
but the Chinese would no more give up the consumption 
of opium if the Indian supply were to fail, than the 
people of France would cease to drink wine if the rare 
vintages of Burgundy and Bordeaux were no longer to 
be produced. Opium was largely consumed in China 
long before the trade in Indian opium became import- 
ant, and the belief that it was the introduction of large 
quantities of opium from India which led to the general 
use of the drug in China is altogether without truth. 
The richer classes in all parts of China, and more par- 
ticularly in the maritime provinces, consume Indian 
opium, but the bulk of the opium-smoking popula- 
tion has always been dependent on the supplies pro- 
duced at home. If everytliing that is said regarding 
the demoralisation of the Chinese by opium were true, 
instead of being, as it is, without foundation, the fact 
would remain that the total abandonment of the Indian 
opium revenue would confer no benefit upon China, for 
the consumption of opium would remain, for all practi- 
cal purposes, as great and general as before. 

Nor is there any solid foundation for the common 
belief that the Chinese Government is anxious to pro- 
hibit and discourage the cultivation and consumption of 
opium. It is doubtful whether at any time any serious 
objection was felt to it by the Chinese authorities on 
moral grounds, although these were often urged, as a 
matter of expediency, in their controversies with the 
British Government. It is historically false, although 
frequently asserted, that we have made war with China 
with the object of forcing our opium upon her against 
her will, and in spite of her protests that the opium 
trade was demoralising her people. The first Ciiinese 
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war was caused by the desire of the Chinese Government 
to prevent the exportation of silver, which was believed 
to be impoverishing the country. The second war had 
nothing to do with opium. But, whatever may have 
been the case in former times, it is certain that there is 
now no wish on the part of the Chinese Government to 
put a stop to the trade. It obtains a large revenue 
from duties on Indian opium, and as this goes directly 
into the central treasury at Pekin, it is one of the most 
certain and highly-prized sources of the State income. 
It is far more difficult for the Central Govermnent to 
get the benefit of the taxes levied by the provincial 
authorities on the home cultivation of the poppy. The 
Chinese Government sees that the Government of India 
derives an immense revenue from the opium exported 
to China, and it is naturally and not unreasonably 
anxious to obtain for itself a larger share of profit. 
This, and not the prohibition of the trade, is what it is 
really aiming at, and it would be right and politic for 
our Government to consider in a hberal spirit any pro- 
posals brought forward with this object, the adoption 
of which would not seriously injure Indian interests. 

A very significant statement of the views of the 
Chinese Government was made by the ministers in 
January 1881 to Sir Thomas Wade, and quoted by the 
Marquis of Hartington in his speech on April 29 in the 
House of Commons. ‘I went,’ Sir Thomas Wade re- 
ports, ‘ on the 16th to speak of various matters. Four 
ministers feceived me. Adverting to opium, I observed 
that the authorities in some places were taxing opium, 
native and foreign ; in others they were trying to in- 
crease both sale and consumption of both. Without at 
all denying the right of the Chinese Government to do 
as it chose, I said I should wish to know which course 
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the Government approved. They said the question 
was embarrassing. The Chinese Government would be 
glad to stop opium smoking altogether, but the habit 
was too confirmed to be stopped by official intervention. 
No idea of abolishing the trade at present was in the 
mind of the Government. Alluding to the desire of 
well-disposed people at home to see England with- 
draw from the trade, I asked if it would be of any use 
to diminish yearly the exports from India. They said, 
so long as the habit exists, opium will be procured either 
from India or elsewhere. Any serious attempt to check 
the evil must originate with the people themselves.’ 

The conditions under which opium is produced and 
consumed in China, and the results of the introduction 
of Indian opium, have lately been described by a writer 
who is evidently well acquainted with all the facts, and 
possesses the great advantage of knowledge acquired 
on the spot ; and his accounts are so full and to the point 
that it will be useful to quote them here : — 

‘ The British public is told that England taught China to 
smoke opium, and thereafter insisted upon supplying her with 
the drug at a handsome profit to the Government of India, at 
first whet her the Chinese Government would or not, and latterly 
by virtue of a tariff rule legalising its importation attached to 
the Treaty of Tientsin, which was extorted from the terrified 
Chinese commissioners by force of arms ; that Lord El girij in 
extorting the pennission through his secretaries, was simply 
carrying out the brutal and bullying policy of the English 
Government of the day, whose servant he was, but that the 
policy itself was to him distasteful and to the Chinese plenipo- 
tentiaries odious; that the production and consumption of 
opium by its subjects have always been abhorred by the 
Chinese Government, and that they have sho\vn this by their 
persistent and consistent efforts, at all times and in all pro- 
vinces, to root up the poppy crops ; that, deeply sensible of the 
evils which opium-smoking entails o)> ihe country, they have 
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ever been vigilant to minimise the mischief by limiting the 
consumption to the amount of the Indian drug imported ; that 
the whole policy and the only policy of the Chinese Grovernment 
with regard to native opium has been and is one of hostility, 
prohibition, and punishment ; that these efforts are rendered 
futile and this policy is paralysed by the increased importation 
of the Indian drug ; and that, in sum, Christian England, turn- 
ing a deaf ear alike to the prayers of the Chinese Government 
and the groans of the people, is directly responsible for the 
slow poisoning of heathen China. 

‘ Now the instincts of an ordinary Englishman, whether with 
regard to his family, his country, or the world generally, are in 
the main those of the bonus paterfamilias of the Eoman Law, 
and an accusation of this kind brought against his country, es- 
pecially when reiterated with all the fervour of religion and the 
vehemence of burning truth, will certainly arrest his attention. 
Neither the fervour nor the vehemence has of late been want- 
ing. The proceedings of the society whose gospel I have just 
given are rapidly reaching the stage of organised agitation, and 
as public opinion in England, given the initial impetus, forms 
and shapes itself with dangerous rapidity, this question of the 
Indian opium revenue may come prominently before Parliament 
and the country at any time. To help my countrymen to 
decide whether we are as a nation the immoral wretches the 
anti-opium society say we are, I have been at some pains to 
collate certain broad facts regarding the j^roduction and con- 
sumption of opium in China, a knowledge of which will tend to 
illumine the question by the light of common sense. 

‘ The habit of opium-smoking is common all over China, but 
it is in the West, in the comparatively unknown half of China 
west of the llOth meridian, that it is most prevalent. In some 
parts of Western Hu Pei and Eastern Szechuen it is all but 
universal! there are few adults in any station of life who do not 
take an occasional whiff, and the very streets of the towns and 
villages reek with opium fumes. The practice is there indulged 
in in the most open manner, and no more stigma or disgrace 
attaches to it than to smoking tobacco. Mr. Watters, Her 
Majesty’s Consul at Ichang, made careful inquiries last year 
into the origin of the practice, and he found that it had been 
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indulged in for several hundred years, long before either the 
present reigning dynasty or foreign merchants and their opium 
were ever dreamt of. The custom, generations ago, passed into 
the family aaara^ and at funerals in the West of China, among 
other gifts which are transmitted into the next world, by burn- 
ing paper fac-similes of them in this, for the solace of the 
departed, is a complete set of opium-smoking requisites — ^pipe, 
lamp, needle, &c. By the people themselves the habit, so far 
from being regarded as a curse, is looked on as sine qua non 
for a Chinaman who wishes to make the best of both worlds. 
The whole of the opium consumed in the West is locally pro- 
duced, and Indian opium does not come higher up the Yangtsze 
than the districts contiguous to the port of Hankow, nor is it 
imported by any channel into Western Hu Pei, Szechuen, or 
the other provinces of the West. Above and beyond the enor- 
mous quantity there grown for local use there is a large trade 
in the drug, mostly contraband, from West to East. Indian 
opium is consumed in the provinces adjacent to the treaty ports, 
and, being an expensive article as compared with native opium, 
is mostly smoked by the well-to-do classes. The common 
people in these provinces smoke the native drug, which is either 
grown on the borders of Kiang Su and Ho Nan or is smuggled 
overland from the West. All Western China, therefore, and 
the lower classes in Eastern China smoke native-grown opium, 
and it is most important for English peo2)le who are asked at 
meetings to say whether they think Indian opium is forced by 
our Government on the Chinese or not to know td what jextent 
and under what official conditions the production of native opium 
is carried on. 

‘ Regarding the opium districts of Eastern China — that is, 
the borderland of Chih Li, Ho Nan, Shantung, and Kiang Su — 
I have no personal knowledge. But with the West, and 
especially the section of it I have mentioned as the centre both 
of consumption and production of the native drug, I have not 
only had some acquaintance myself, but I have lately been able 
to avail myself of the experience of the two Englishmen who 
have had the best oj^portunities and means of procuring infor- 
mation regarding the native opium of the West — ]Mr. Colbome 
Baber, who was for four years Consular Agent in Szechuen 
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watching the trade there, and ilr. Watters, who was our Consul 
at Ichang, the port of Western Szechuen, until the other day. 
I cam, therefore, speak with authority and confidence. The 
production of opium in Szechuen has been exceedingly under- 
estimated hitherto. Air. Davenport gives it as 50,000 chests 
for 1878, basing his estimate probably on Chinese official infor- 
mation. But all such statistical information on this point is 
misleading. I have been assured by officials both of Szechuen 
and Kweichow that for every (133 lbs.) of opium returned 
to the Government, 2^ to 3 pimls are produced and sold con- 
traband. Mr. Baber, living and travelling among the Szechuen 
people, has been able to hear and see for himself, and he has 
obtained ample evidence that the production of Chinese opium 
in this one province is greater than the whole Indian croj^, 
Malwa, Patna, and Benares put together. Of the amount pro- 
duced in the hill country of Hu Pei, Mr. Watters has not been 
able to give me any figures, but he says that in Ichang alone 
there is an opium restaurant to every thirteen inhabitants, 
where nothing is consumed except the native drug, produced in 
one or other of the four western provinces, and that in the out- 
lying parts of the two adjacent prefectures the officials admit of 
a production, on which they receive revenue, of 2,000 piculs. 
All over Western China the conditions of poppy culture, as far 
as the oflScials are concerned, are those of perfect freedom, and 
even open encouragement. All the grower has to think of is 
his profit. Opium is a more risky crop than cereals, but it pays 
seven times alj well. If he chooses to run the risk of a failure 
in the crop, or of inability to buy rice with the money he gets 
for his opium, he is at liberty to grow opium if he likes. In 
ordinary circumstances a poppy crop subjects the grower to no 
interference on the part of his officials beyond pa 3 dng the cus- 
tomary taxes : and in many districts where opium in manu- 
facture or transit is the sole source of revenue its culture is 
encouraged. 

^ There is one risk, however, which the native grower of the 
poppy must take into account, although it is a small one, and 
that is the risk of destruction of his crop by an official in some 
part of whose jurisdiction there may be a famine. When 
cereals fail in China the places which have, cannot come to the 
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relief of those which have not, and neither money nor opium 
can be exchanged for bread, owing to the defective means of 
inter-communication in the country. It is customary in such 
circumstances to order the rooting up of the poppy crop, and 
the orders are carried out in proportion to the sincerity and 
energy of the official. But as soon as the time of scarcity is 
past the poppy is allowed to bloom over the land again, and the 
reforming official, whose thorough-going patriotism has in the 
meantime been reported to and dilated on by the anti-opium 
society, reaps the usual reward in an enhanced revenue. Pro- 
clamations against the culture of the poppy, whether emanating 
from high or low officials, the grower may at all times disregard 
or ‘ contract ’ himself out of by valuable consideration in the 
shape of bribes. During the past tvrelve years I can only recol- 
lect one case where a crusade against the poppy was carried on 
by an honest and a determined reformer with a single eye to the 
good of his country, and being honest and determined he was 
thoroughly successful, as a local official in China must be in any 
legitimate scheme of local government he may choose to enforce 
with energy. 

‘ Eegarding the effect of opium on the Chinese nation, there 
is by no means a consensus of opinion that it is thoroughly bad. 
That it enslaves, enfeebles, and may kill all who take it in ex- 
cess is incontestable. That it impoverishes all except the well- 
to-do is equally incontestable. But there are two things that 
may be said in favour of it. As it is a pleasure, or a vice, which 
it is quite possible to enjoy moderately, the vast m^’crity of 
smokers take their opium as most Scotchmen do their whisky — 
in moderation ; and a Chinaman stupefied is a much less terrible 
person than a Scotchman drunk. 

‘ Be this as it may, so long as the Chinese do not, interfere 
with the production of opium within their own borders in any 
manner which can be considered either genuine in purpose or 
effective in deed, the question of the supply by India to China 
of opium hardly comes within the domain of practical politics. 
So long as the Chinese not only allow the free cultivation of the 
poppy by their people, whether in the west or the east of China, 
but regard native-grown opium as a valuable and legitimate 
source of revenue, the cry that England is forcing opium on 
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China is unfair and untrue, and statements such as that made by a 
now responsible member of the present Government, that ‘ the 
opium traffic gravely imperils our friendly relations with the 
Chinese Empire,’ are unmeaning. The present attitude of the 
central and provincial Governments of China regarding native 
opium, as judged by their acts and forbearances, not their words, 
and the present state of poppy cultivation in Western China, 
must be taken into account by anyone who wishes to decide for 
himself the question which the Society for the Suppression of 
the Opium Trade is placing before the country ; and the society 
itself, in not fully informing itself of either one or the other, 
seems to be basing its case more on the sands of prejudice than 
on the rocks of truth.’ 

In a subsequent communication the same writer 
makes the following statements : — 

‘ All over the west of China, in the provinces of Szechuen, 
Kweichow, and South-Western Hu Pei, opium cultivation is 
everywhere tolerated, and in most places encouraged by the 
provincial officials. The production there is not only sufficient 
for the entire consumption of a population among whom the 
habit of opium-smoking is universal and who have never even 
heard of Indian opium, but is leaving a yearly increasing surplus 
for the supply of the east. Although this is mostly carried 
from west to east in a contraband manner, the quantity sent is 
enormous andj is driving out the Indian drug in the inland 
cities' of this and the neighbouring provinces. Two travellers, 
missionaries belonging to the China Inland Mission, have re- 
cently arrived from Bhamo, on the upper Irrawady. They re- 
port the province of Yunnan to be rapidly recovering from its 
state of waste and desolation, and the universal form of the 
new cultivation to be a winter crop of ojuum. In February 
last the province was ablaze with poppies. The fact is that 
the supply of opium from India is a small part of the total con- 
sumption of this country ; it is mainly obtained from her own 
fields, and the cultivation of and trade in the drug are partici- 
pated in by the Government of the countiy, in the west at 
least, in the most open manner. Under the circumstances, 
the language which the Government at Pekin have recently 
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adopted with regard to the modicum of the drug coming from 
India, and which they have taught their representatives abroad 
to use, and their acts in the case of the opium clause of the 
Commercial Treaty with the United States, is a hypocrisy 
which deserves a stem rebuke. China, in the matter of opium, 
in reproducing her grievances of thirty years ago as the trials 
of the present, is imposing on the world. While her high 
authorities at the capital ])ose as plaintive and helpless sufferers 
from the Indian import, her officials and people throughout the 
regions of the emjnre l emote from foreign gaze are cultivating 
opium everywhere. In these provinces the power of the 
Government is even more absolute and complete than it is on 
the sea-board, and there is no excuse for a language and a 
foreign policy so grossly and outrageously inconsistent with the 
state of things there. The imposture has met with success in 
the case of the treaty with the United States, but it is to be 
hoped that the recent accounts of travellers and foreign officials, 
of the extent of opium cultivation in the provinces which are 
still the by-ways of China, will warn ourselves and other nations 
who may be disposed to base a policy in the East on the philan- 
thropy of the West, that such philanthropy is wasted on the 
China of to-day.’ ^ 

A careful inquiry into the effect produced by the 
Indian opium trade on the people of China, in all the 
partto of that country within our reach, pleads conse- 
quently to the conclusion that if, in deference rtS the 
prejudices to which allusion has been made, India is 
deprived of the revenue which she now obtains from 
opium, an act of folly and injustice will be perpetrated 
as gross as any that has ever been inflicted by a foreign 
government on a subject nation. India now possesses 
the rare fortune of obtaining from one of her native 
products a great revenue, without the imposition of 
taxes on her own people, and we are asked to sacrifice 

^ Letters from the Shanghai Correspondent of the Times^ March 81 
and September 28, 1881, 



264 FINANCES AND PUBLIC WORKS OP INDU. 


the manifest and vital interests of those people, to whose 
good we are pledged by the highest duties, in hope of 
protecting others, against their will, from doubtful 
evUs ; in other words, to inflict certain injury where we 
have the power, in pursuit of a benevolent chimera 
which must elude us. Truly, to use the words of 
Condorcet, ‘ L’enthousiaste ignorant est la plus terrible 
des b6tes feroces.' 

For such reasons it is hardly necessary to discuss 
the validity of the arguments of those who contend 
that, in the interests of morality, the Government of 
India should substitute an export duty as in Western 
India, for the monopoly in Bengal, and still less to enter 
into the question whether the opium revenue ought not 
to be abandoned altogether, and the cultivation of opium 
be prohibited in our own and in the native states. 

With reference, however, to the first of these ques- 
tions, it seems clear that unless the production of any 
staple on which taxation is imposed is, by some natural 
causes, absolutely limited, a State monopoly is the most 
repressive and the severest of all fiscal restraints. If, 
therefore, it were desirable freely to promote and 
develop the. export of opium from India to the utmost, 
it might deserve consideration whether the interests of 
the country and of the trade would not require or 
justify the great sacrifice of direct revenue which the 
abandonment of the monopoly would, certainly in the 
first instance, and in all probability permanently, in- 
volve. But if, in deference to feelings which, though 
mistaken, cannot practically be ignored, it were admitted 
not to be desirable largely to increase the supply of 
opium to China and other countries in Eastern Asia, 
then it seems indisputable that the last course to pursue 
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should be to give up the Bengal monopoly and throw 
open the trade. An export duty could not possibly 
be regulated with tliat undeviating maximum severity 
of pressure which a monopoly secures. If it is legiti- 
mate, then it is also desirable, that we should obtain 
fi'om opium the highest possible revenue, and this end 
can only be attained by a monopoly. If, on the other 
hand, it be true that the interests of morality are in- 
volved, then those interests and the interests of the 
treasury coincide in demanding the maintenance of the 
monopoly. For to abandon the monopoly would be 
to sacrifice a great revenue with the probable result 
of a speedy development of the opium exports. In 
either case the substitution of a monopoly of Mdlwa 
opium for the present export duty, under conditions 
suitable to the joint interests of the British and Native 
Governments, would be preferable. 

As a consequence of the discussion on the Opium 
question in the House of Commons last session, the 
Secretary of State has lately invited the attention of 
the Government of India to the general position of this 
branch of the revenue, more partictdarly with reference 
to the possibility of transforming the present monopoly 
in Bengal into a system of excise. The question is not 
a new one, and until now the suggestion referred to has 
received very httle support in India. My own opinion 
is decidedly adverse to entertaining it, but beyond 
what has been said on the general subject it is not 
necessary now to go. 

The question of the relative fiscal advantages to 
British India of the Bengal and Mdlwa systems is one of 
great importance, and the facts on which the answer to 
the question depends will be explained. 
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A chest contains, everywhere, the same gross weight 
of opium — namely a fraction over 140 lbs. avoirdupois 
weight. This is equal to a Chinese picul (133J lbs.), 
plus 6 per cent, which is appropriated by the middle- 
men in trade perquisites. The different chests, however, 
contain different weights of what is technically called 
‘ fine ^ opium,’ as follows : — 

lbs. avoirdupois. 

A chest of Behar, consistence 75, made at Patna contains . 106*107 

A chest of Benares, consistence 70, made at Ghazipur contains 98*1 

The ‘ consistence ’ is the percentage of ‘ fine opium,’ 
excluding all water. The weight of fine opium in a 
chest of MAlwa opium varies, because this opium is not 
prepared and packed under any responsible supervision 
or upon any uniform system ; but the fixed rate of duty 
favours a high consistence, and it is usually assumed 
that Mdlwa opium contains from 90 to 95 per cent, of 
fine opium. At the lower of these two consistencies, 
a chest contains 126’128 lbs. In other words, a chest 
of Behdr opium contains, at most, ’83, and a chest of 
Benares opium, at most, '78, of the contents of a chest 
of Mdlwa opium. 

Thus, in order that the three kinds of opium might 
contribute, ‘equally, to the British Indian Treasury, it 
would be necessary that, for every Es. 100 of duty 
levied on a chest of Mdlwa opium, a profit of, at most, 
Es. 83-5-4 should be obtained on a chest of Behdr opium, 
and a profit of, at most, Es. 77-12-5 on a chest of 
Benares opium. 

The actual cost of a chest of Behdr opium, including 
a liberal allowance for interest on the capital employed, 

^ * Fine opium ’ is opium dried to powder on a steam table at 200°FalLr., 
and then weighed whilst a little warm, before moisture can be reabsorbed 
from tbe atmosphere. — O^mm Manualf 1875 edit., paras. 68 and 73. 
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and for all indirect charges, is Es. 436, and of a chest of 
Benares opium Es. 373.^ 

The following table shows the least duty which it 
would be necessary to levy on a chest of Mdlwa opium 
to obtain from it a revenue as large as that derived 
from a chest of Bengal opium at various prices : — 


Price of a chest of 

CORBESFONDINO 

Duty on a chest of 

X 

Beb&r opium. 

Benares opium. 

I^r&lwa opium. 

Bs. 

Bs. 

Bs. 

936 

840 

600 

978 

879 

660 

J,019 

917 

700 

1,061 

966 

760 

1,103 

996 

800 

1,144 

1,034 

860 

1,186 

1,073 

900 

1,228 

1,112 

960 

1,269 

1,161 

1,000 

1,311 

1,190 

1,060 

1,363 

1,229 

1,100 

1,394 

1,267 

1,160 

1,436 

1,306 

1,200 

1,478 

1,346 

1,250 

1,619 

1,384 

1,300 

With these facts before us, we 

must remember in 

proceeding further to consider the fiscal advantages of 


the two systems, that, apart from the direct revenue 
which reaches the treasury, the cultivation of the 


poppy, both in Behdr and in the North-Western Pro- 


Cost of a chest of Behdr opivm, 

Bs. 

68 seers 2 cldttacks opium @ 76% ’consistence = 73 seers @ 

70% consistence, — @ Ka. 6 a seer . . , 366 

Cost of manufacture and packing, interest on capital, per- 
centage for pensions and leave allowance of officers, &c. . 71 


436 

Cost of a chest of Bemires opium, 

68 seers 2 chittacks @ 70% consistence , — @ Bs. 4-8 a seer . 307 
Miscellaneous items as before . . • . .66 


373 
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vinces, is, notwithstanding the monopoly, very profit- 
able to the agricultural population directly engaged in 
it, and to the landholders who obtain a high rent for 
land upon which the poppy is grown. This is an 
established fact, denied by no one. The cultivation is 
extremely popular, and there is no doubt that it leads 
to no objectionable consumption of opium by the 
people who carry it on. 

On the other hand, although we fix the export 
duty on Mdlwa opium at our discretion, we have never 
objected to the Native States in Avliich the opium is 
produced obtaining revenue from this source. Opium 
has always been one of the chief branches of tlieir 
income. It is impossible to say how much per chest is, 
on an average, thus levied ; we do not know the true 
cost of the production of a chest of opium in Malwa ; 
and the numerous Native States concerned impose 
their dues partly in the shape of increased revenue 
upon lands on which the poppy is cultivated, and 
partly as transit duties. If it should .be found possible, 
at some future time, to substitute for the present 
system in Mdlwa a monopoly, tlie profits of which 
might be divided in suitable proportions between the 
British Government and the Native States, there would 
be great advantages in the change ; but there are 
serious difficulties to overcome before it could be made. 

Meanwhile, it is clear that, chest for chest, the 
Bengal opium monopoly yields us much more revenue 
than the Mdlwa export duty, so that we gain largely 
upon every chest of Bengal opium which is substituted 
for Mdlwa opium. This may be shown as follows : — 
About 45,000 chests of Mdlwa opium are now exported 
yearly, upon which we levy, at the present rate of duty 
(Es. 700 a chest), 3,150,000/. At the rates obtained at 
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the sale held in November, 1880, in Calcutta, the 
profits on the same quantity of Behdr opium would 
have been 5,081,400/., and of Benares opium 5,635,300/.^ 
Even at the much lower average prices of the whole 
year 1879-80, the profits would have been, at Behdr 
prices, 4,158,000/. and at Benares prices, 4,402,000/.* 
These calculations include the recent increase in the 
price paid for Behdr crude opium, and all indirect 
charges. 

Significant as these figures are, they do not tell the 
whole tale. There is every reason to believe that the 
taxation ofMalwa opium by the Native States is not 
sufficient to make the whole burden upon it equal to 
that borne by Bengal opium under the monopoly. To 
whatever extent the aggregate British and native duties 
on Jitdlwa opium fall short of the Bengal monopoly 
profits, the Mdlwa opium must compete on unfairly 
favourable terms with Bengal opium, and the tendency 
of this competition must be to reduce the Bengal 
monopoly profits. 

Accordingly, the established policy, in the manage- 
ment of the opium revenue, is to regard our chief 
interest as concentrated in the Bengal monopoly, and to 
regulate our action in respect to Mdlwa opium'’Wlth 


’ Thus calculated : — 

45,000 chests @ 90 % consistence = 54,000 chests @ 
76 % = 57,857 chests @ 70 % consistence. 



At the sale in Nov. 1880. 

During the whole 
TEAR 1879-80. 



Average price of a chest . 
Cost price 

f 

Beh&r. 

Bs. 

. 1,377 
. 436 

Benares. 

Bs. 

1,347 

373 

f 

Bchar. 

Bs. 

1,206 

436 

Benares. 

Bs. 

1,134 

373 

Profits .... 

. 941 

974 

770 

761 


64,000 chests x 941 =Ks. 6,08,14,000 and x 770 = Ks. 4,15,80,000 
57,867 chests x 974 = Ils. 5,63,53,000 and x 761 = Rs. 4,40,29,000 
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a primary regard to that interest. For this reason, 
on a comparison of the prices of Mdlwa and Bengal 
opium, the duty on Mdlwa opium was raised, in July, 
1877, by Es. 50 a chest, and, again, in September, 1879, 
by another Es. 50 a chest. The export duty on a chest 
of Mdlwa opium is now Es. 725 when paid at Ajmir^ 
and Es. 700 when paid elsewhere. At present Bengal 
prices, a chest of Mdlwa opium is taxed Es. 429 less 
than an equal quantity of Behdr opium, and Es. 552 less 
than the same quantity of Benares opium. 

The high level of Bengal prices which has lately 
prevailed has been regarded as to some extent accidental, 
and to it has been attributed the dulness of the Malwa 
trade. A further increase to the Malwa duty was 
therefore not proposed. But, if present Bengal prices 
should be maintained, and, especially, if the Mdlwa 
trade should revive without a simultaneous collapse of 
Bengal prices, there is no doubt that the duty on Mdlwa 
opium should be further increased. 

It is difficult to lay down any principle upon which 
to fix the difierence which should be allowed in favour 
of Mdlwa opium as a margin for Native State taxation, 
but probably it need not, under existing conditions, be 
more 'than Es. 250 a chest ; that is to say, the duty on 
Mdlwa opium should, as a rule, exceed the present rate 
ofEs. 700 in the proportion of Es. 100 for every Es. 
83-5-4 by which the permanent average price of Behdr 
opium exceeds Es. 1,228 a chest. On the other hand, 
the existing duty of Es. 700 need not be reduced unless 
the average price of Behdr opium falls permanently 
below Es. 1,186 a chest. 

The policy of maintaining a reserve of Bengal opium, 

^ The exports from Ajmir are insignificant. The duty there is enhanced^ 
because we do not wish to divert opium to Ajmlr from the neighbouring 
|7ative States. 
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in order to prevent fluctuations in the supply sold month 
by month, has already been described, and is not now, 
it is hoped, hkely to be seriously questioned ; but there 
is still enough speculation in the opium trade to make 
it probable that, from time to time, pressure will be 
piit upon the Government to induce it to revert to the 
plan of yearly notifications, with all its attendant in- 
conveniences. A deaf ear should be turned to all such 
demands. The chief hope of getting rid of the specu- 
lative element in the trade hes in a steady perseverance 
in the system of fixed monthly sales, subject to as unfre- 
quent variations as possible. 

The Government of Bengal has sometimes been dis- 
posed to favour a dangerous reduction in the amount of 
the opium reserve. Such influences also should be re- 
sisted. The minimum reserve on December 31 should 
be 30,000 chests, besides the whole of the crop last 
gathered, and a still larger reserve might be desirable. 
The reserve on December 31, 1880, was only 25,183 
chests, and it is not yet clear that it will be possible to 
maintain permanently the present fixed monthly sales 
of 4,700 chests; experience only can decide this. 

The supply of Bengal opium should certainly be 
developed to whatever extent may be found poesilfi§. 
This matter has, from time to time, received much 
attention. Some years ago, the Opium Agent at 
Ghdzipur was deputed to inquire whether the poppy 
could be profitably cultivated in the Punjab and Sindh. 
His reports were not encouraging, and, according to 
present information, it seems likely, not only that the 
production of Bengal opium cannot be much increased, 
but that in order to maintain the present production, it 
may be necessary to increase the price paid to the culti- 
vators for crude opium. The price was raised in 1880 
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in the Behdr Agency, from Es. 4-8 to Es. 5 a seer of 
70 per cent, consistence. There should be no hesitation 
about any needful increase of price, as occasion arises. 

The views of those who object on economical grounds 
to the extension of the cultivation of opium need not 
be discussed at length. About 600,000 to 550,000 
acres of land are now cultivated with poppy in Bengal, 
on much of which a second crop is grown. The poppy 
takes the place, for the most part, of garden crops, not 
of cereals. The appropriation of half or three-quarters 
of the productive capacities of half a million of acres, 
or, say, including Mdlwa, of a million of acres or more 
to this valuable commodity, is far from being a matter 
for regret upon economic principles ; on the contrary, 
the discovery of fresh staples, other than food crops, 
which can be profitably grown in India, a country so 
essentially dependent on its agricultural produce, is a 
constant desideratum. 

It has been contended by some authorities that a 
larger net revenue would be obtained by the sale of a 
hmited supply of Indian opium at a higher price, than 
by the sale of a larger supply at a lower price. It is 
not worth while to examine this hypothesis. The 
Goverliment of India wisely concluded, many years 
ago, as already noticed, that its opium revenue would 
be endangered if the price of Bengal opium should 
rise, for any length of time, above Es. 1,200 a chest ; 
but, with all its efforts to extend the cultivation and 
discourage speculation, it has not been able to prevent 
this hmit being constantly passed. It can hardly be 
conceived that the Government of India will ever be 
so foohsh as to restrict its opium exports otherwise than 
under necessity. 

In conclusion, it must be urged that the opium re- 
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venue should be directly administered by the Govern- 
ment of India itself, and that, while the co-operation of 
the local governments should be encouraged and even 
insisted upon, these Governments should not interpose 
between the Government of India and the Opium Agents. 
The care and ability with which the Government of 
Bengal has discharged its duties in respect to the man- 
agement ot this department is fully acknowledged ; but 
its hands are full of other" work, and an increasing 
proportion of the Bengal opium is produced beyond the 
limits of Bengal. The interests at stake are so vast, and 
the risk of some misunderstanding, involving a disturb- 
ance of established polic}’-, is so considerable, that it 
cannot be doubted that the management of the opium 
revenue should be in the immediate charge of the 
Government of India, every precaution being taken to 
pi’cserve its traditional policy unbroken. 

Illustrations conld be given of the dangers to which 
llie opium revenue is exposed. On one occasion, not 
very long ago, orders were actually issued for the re- 
duction of the cultivation in Bengal, which, if they had 
not been cancelled, would in all probability have pre- 
vented the formation of the long contemplated reserve 
and the recent large increase of the revenue. It iS very 
desirable that, while leaving all needful freedom to the 
Government of India as to details. Her Majesty’s Govern- 
ment should peremptorily forbid any innovation in the 
management of this department without the previous 
sanction of the Secretary of State in Council. The con- 
servative instincts of the India Office would in this case 
have a very valuable influence. 


T 
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THE CUSTOMS DUTIES. 

GENERAL RATES OF DITTT BEFORE 1 875 — ^REBTTCTTONS MADE BY LORD NORTH- 
BROOK — PUBLIC OPINION IN INDIA INDIFFERENT OR UNFAVOURABLE TO 
FREE TRADE — LORD SALISBURY’S ORDERS FOR REMOVAL OP IMPORT 
DUTIES ON COTTON GOODS — DECLARATION OF PRINCIPLES BY LORD 
LYTTON’s GOVERNMENT IN 1878 — SPECIAL IMPORTANCE OF FREE TRADE 
TO INDIA — ^DIFFICULTY OF FRAMING AN UNOBJECTIONABLE CUSTOMS 
TARIFF — REMOVAL OF IMPORT AND EXPORT DUTIES IN 1878 AND 1880 — 
DUTY ON RICE ALONE REMAINS AMONG EXPORTS — LORD SALISBURY’S 
ARGUMENTS FOR REMOVAL OF COTTON DUTIES — HIS ORDERS REPEATEDLY 
CONFIRMED BY HOUSE OP COMMONS — FIRST STEP TAKEN BY EXEMPTION 
OF GOODS WITH WHICH INDIAN MILLS COULD COMPETE— FURTHER EX- 
EMPTIONS IN 1879 — THEIR EFFECT — ENORMOUS INCREASE OF IMPORTS 
OF DUTY-FREE GOODS — INCREASED PROSPERITY OF INDIAN MILLS— NECES- 
SITY FOR EARLY EXTENSION OF REMISSIONS TO ALL GREY GOODS — AFTER 
WHICH COMPLETE EXEMPTION SHOULD FOLLOW — REMAINING CUSTOMS 
DUTIES THEN OF SMALL IMPORTANCE — ALL INDIAN PORTS SHOULD BE 
THROWN OPEN, 

Gbeat changes were made during the Viceroyalty of 
Lurd'Lytton in the customs tariff, and in the practice 
which the Government of India had previously followed 
in regard to its commercial policy. The merits of 
those changes have been, and will be, very differently 
estimated, but no one doubts their importance. They 
must produce, for good or evil, great effects on the 
commercial and manufacturing interests of India, and 
on the financial position of the Government. 

There has been much acrimonious discussion of 
these questions, and much has been said in the heat of 
controversy, which reasonable ^nien will agree had 
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better be forgotten. In order to avoid the repetition of 
such errors, it is desirable to enter as little as possible 
into fresh argument, but rather to give a dispassionate 
account of what has been done or proposed, and of the 
results actual or anticipated. 

It is not necessary to follow, in any detail, the history 
of the commercial legislation of India during the last 
ten or twenty years. It has already been referred to in 
Chapter 11. Until 1860 almost everything imported or 
exjjorted was taxed. In 1860 the general rate of duty 
on iinj)orts was 10 per cent, ad valorem, and on exports 
o per cent. Various changes, of which some only of the 
more important need be noticed, were subsequently 
made from time to time. In 1864 the general rate of 
duty on imports was reduced from 10 to 7^ per cent. 
Between 1860 and 1867 many articles were exempted 
from export duty, and in tlie latter year a large 
number of minor articles were placed on the free list 
of imports. In 1871 the articles subject to export duty 
were reduced to eight in number, — cotton goods, grain, 
hides, indigo, lac, oils, seeds and spices. 

In 1875 important changes in the tariff were made 
by the government of Lord Northbrook. The general 
rate of duty on imports was reduced from 7.^ to 5 per 
cent., and the only articles which remained liable to ex- 
port duty were rice, indigo and lac. This was the state 
of things when Lord Lytton became Viceroy. 

In his speech in the Legislative Council, on the 5th 
August, 1875, Lord Northbrook gave an explanation of 
the general views which he held on the subject of cus- 
toms duties in India. He in no way expressed approval 
of customs duties in themselves as a means of raising 
revenue in India. He accepted them as the lesser of 
two evils, and did not disguise his regret that in his 
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opinion circumstances prevented him from carrying 
out thoroughly in India tliose principles of free trade, 
the universal truth of which he fully recognised. In 
this aspect of the subject there was httle or no differ- 
ence between the principles of Lord Northbrook and 
those of Lord Lytton, although there was a wide dif- 
ference in the action taken by them. While Lord 
Northbrook admitted the objections to which customs 
duties were open, he considered that we could not 
afford to abandon the revenue which they j'ielded, and 
that as it was impossible to replace them by otlier taxes 
which would not be more objectionable, they must be 
retained. 

These views found general acce])tance in India Ijoth 
among tJie official and unofficial classes. As a general 
rule, subject to rare exceptions, few peo])le in India 
think much about economic questions, and public 
opinion regarding them is almost always in favour of 
the policy of leaving things alone, wdiich too often is 
also the most ignorant and unenlightened policy. This 
reproach has no special applicability to India, for, ex- 
cepting perhaps England, there are few countries which 
do not equally deserve it. Hence the practical applica- 
tion to the Indian customs tariff of free trade prin- 
ciples might have been delayed for an indefinite period, 
however satisfactory had been the general condition 
of our finances, had not the interests of the Enghsh 
manufacturers of cotton goods forced the matter into 
prominence. 

Whether it might not be right to impose fresh taxes 
for the purpose of getting rid of the cotton duties, or 
other parts of the Indian customs tariff, if they could 
be got rid of in no other way, is a question on which 
opinion differs, but it need not now be discussed. Lord 
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Salisbury, when he was Secretary of State for India, and 
Lord Lytton as Viceroy, repeatedly declared that no 
such course would be adopted by the Government. 
Nor was it suggested by those who thought it might 
have been legitimate, because they were satisfied that 
these and other necessary fiscal reforms could be carried 
out without fresh taxation. This anticipation has been 
justified by the event. 

Lord Salisbury, however, was not satisfied with 
Lord Nortlibrook’s conclusions. In a despatch dated 
May 31, 1870, lie declared his conviction that the true 
interests of India, as Avell as the legitimate claims of 
Engllsii industry, required a reconsideration of the 
matter ; that the comjilete removal of the duties on 
cotton gotids was essential as soon as the condition of 
the nuances tvould allotv, and that they could not be 
relied uj)On as a permanent source of revenue. 

Lord Lytton was prepared to act in complete ac- 
cordance with these views, and if his Government had 
iK't fiilleu upon evil times of famine and of great 
financial disturbance caused by the depreciation of the 
value of silver, there would now be no cotton duties, 
and not many other customs duties, in India. It was 
not until the beginning of 1878 that any action be- 
came possible, when an important step was taken by 
the public definition and authoritative declaration of 
the principles, which the Government adopted and in- 
tended to carry out gradually as cu'cumstances allowed. 
This declaration was made in Sir John Strachey’s 
financial statement for 1878—79, as follows : — 

‘The Government deems it right to place on record the 
principles on which its action is at the present time guided, 
and by which it desires to be guided iu the future. 

‘It is not necessary now to discuss the advantages to a 
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country of free trade and the disadvantages of protective 
duties. It is sufficient to say that these have been admitted 
for many years by the statesmen who, of whatever party, have 
guided the policy of the United Kingdom. In pursuance of the 
principles thus accepted, the tariff of the United Kingdom, 
which, less than thirty years ago, subjected to duty more than 
one thousand different articles, has been brought down by 
various stages to some half dozen, of w'hich the only important 
ones ai'e wine and spirits, tea and tobacco. At the same time 
all export duties have been abolished. 

‘The principles on which the customs legislation of the 
United Kingdom has been based are now admitted axioms by all 
who recognise the theoretic advantages of free trade. They 
must be regarded as a part of the national ] policy which (Ireat 
Britain has finally adopted, and which the Secretary of State for 
India, with the deliberate approval of the House of Commons, 
has required the Government of India in this country to carry 
out. 

‘ These principles are, as regards imports : — 

‘1. That no duty should exist which affords protection to 
native industry ; and, as a corollary, that no duty should be 
applied to any article which can be produced at home, without 
an equivalent duty of excise on the home production ; also, 
that no duty should be levied except for purely fiscal purposes. 

‘ 2. That, as far as possible, the raw materials of industry 
and articles contributing to production should be exempt from 
ciwton>s taxation. 

‘3. That duties should be applied only to articles which 
yield a revenue of sufficient importance to justify the inter- 
ference with trade involved by the machinery of collection. 

‘ As regards exports — that duties should be levied on those 
commodities only in which the exporting country has practi- 
cally a monopoly of i)roduction. 

‘ These principles are of general application ; but, in the case 
of India, they possess a peculiar significance. India is a country 
of unbounded material resources, but her people are a poor 
people. Its characteristics are great power of production, but 
almost total absence of accumulated capital. On this account 
alone the prosperity of the country essentially depends on its 
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being able to secure a large and favourable outlet for its surplus 
produce. But there is a special feature in the economic con- 
ditions of India which renders this a matter of yet more 
pressing, and even of vital importance — this is the fact that 
her connection with England, and the financial results of that 
connection, compel her to send to Europe every year about 
!20,000,000Z. sterling worth of her products without receiving 
in return any direct commercial equivalent. It is this excess 
of exports over imports which, in the language of the econo- 
mists, is described as tribute. It is really the return for the 
foreign capital, in its broadest sense, which is invested in India, 
including under capital not only money, but all advantages 
which have to be paid for — such as the intelligence, strength 
and energy on which good administration and commercial 
pros])erity depend. From these causes the trade of India is in 
an abnormal position, i)re venting her receiving, in the shape 
of inij>orted merchandise and treasure, the full commercial 
benefit which otherwise would sjuing from her vast material 
resources. 

‘ Tlie comparatively undevelo])ed condition of the trade of 
India may be illustrated by the following figures: — The value 
of the imports and exi)orts, taken together, per head of the 
population is in the United Kingdom about 201, In British 
India it is about 10s. The customs revenue on the few articles 
now retained in the import tariff of the United Kingdom is 
about 12s. per head ; while that of India, on all the articles of 
its lengthy tariff, is about 3(i., showing that small as is ^he 
proi)ortion of the foreign trade of India to that of Englafid, 
the })roportion of customs revenue derived from it is smaller 
still. 

‘ Here then is a country which, both from its poverty, the 
primitive and monotonous condition of its industrial life, and 
the peculiar character of its j)olitical condition, seems to require 
from its Government, before all things, the most economical 
treatment of its resources, and, therefore, the greatest possible 
freedom in its foreign exchanges. 

‘ Under these circumstances, what are the conditions of 
production and consumption in India ? How far is it possible 
to construct a tariff of import and export duties which will 
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cbmply with the accepted canons of taxation ? And how far 
does the existing tariff conform to those canons ? 

‘ In answering these questions, it will be found that India, 
by the extent and favourable conditions of its territory, is 
capable of producing almost every ailicle required for the use of 
man. If, therefore, the import customs tariff be maintained, 
it will involve the evils of protection, unless an excise duty to 
countervail the customs duty be imposed ui)on almost every 
item which the tariff now includes. Now, as excise duties are 
generally costly, vexatious, and inconvenient forms of taxation, 
and would be in most cases impracticable in India, this of itself 
is a reason against the permanent retention of the existing 
customs tariff, and one which interposes a very serious difficulty 
in the way of constructing one that shall be free from objection. 
Since almost every article that is now on the tariff, or that 
could be named, is either j)roduced or is capable of being 
produced in India, it follows that imi>oil duties must in every 
case be actually or potentially protective, while, with the ex- 
ception of liquors and salt, none of them are subject to an 
excise. 

‘ Again, the people of India are too i)oor to consume many 
luxuries. The import trade merely consists of what may be 
considered either the materials of industry or the necessaries of 
life. It will accordingly be found that nearly all the heads of 
customs revenue which are of any imj)ortance are derived from 
one or other of these descriptions of commodities, and that the 
revenue derived from other articles is so insignificant as neither 
to* justify the machinery of collection nor the interference with 
the trade. 

‘The total amount of import duties was, in 1876-77, 
4,170,947/., or, deducting erroneous collections, refunds and 
drawbacks on re-exportation, 4,098,296/. : of this latter sum 
there was "realised — 

From salt .... £2,491,010 
From liquors . . . 331,761 

Total . . £2,822,771 

On these articles there is an internal excise duty countervailing 
the customs duty. 

‘ Deducting the duty on these two articles, there remains 
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1,275, 5252. Deducting again from this the revenue realised 
from cotton goods, or 811,340i., there remains 464,185L, which 
is thus distributed : — 


Copper . 
Iron 

Other metals 


£65,624 

17,096 

30,020 


£112,740 


Silk, raw and manufactured .... 43,727 

Woollen manufactures ..... 38,068 

Provisions ...... 32,901 

Apparel ....... 25,658 

Hardware and cutlery ..... 21,049 

Spices ....... 18,724 

Sugar ....... 13,886 

Glass 13,244 

Railway materials ..... 11,335 

Articles, each gi-oup of which gave less than 10,000/. . 132,853 


Total 


£464.186 


‘ Many of the numerous articles in the last class yield each 
an insignificant revenue, and nearly the whole are, or can be, 
produced in India. The duties on them are thus indefensible 
in principle, and cannot consistently be maintained longer than 
financial exigencies require their retention*’ 

When making tliis declaration of principles the 
Government of India added that it would not hasten, 
by imposing fresh taxation, the fiscal reforms thus de- 
clared to be necessary, and that it confidently expected 
that the normal growth of the revenues would place at 
its disposal the necessary means. 

In March, 1878, twenty-nine out of the sixty-two 
major heads under which the customs tariff was classi- 
fied, comprising a larger number of sub-heads and a 
multitude of articles, were swept away. This remission 
of duties involved an estimated loss to the revenue of 
51,400^. The inland duties on the export of sugar to 
Native States, to which reference has already been made, 
were at the same time abolished, with a loss of 150,000Z. 

In February, 1880, the export duties on indigo and 
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lac were removed. The average amount derived from 
the export duty on indigo was 42,000/. The export 
duty on lac yielded about 9,000/. With the exception 
of the duty on rice, no export duties now remain on 
the Indian tariff. 

The effect of the duty on the manufacture of indigo 
may not actually have been great, but the progress of 
scientific discovery is now so rapid that any day this 
industry might have been seriously threatened by some 
chemically prepared substitute, and we should then 
have been exposed to the deserved reproach of having 
stimulated competition by the suicidal folly of our 
fiscal legislation. Even as these words are written, this 
possibihty has been so far realised that the artificial 
preparation of indigo has become a fact, though its 
high price for the present may preclude its use. 
Export duties enjoy the credit of having deprived India 
of an almost exclusive trade in saltpetre ; they were 
taken off when it was too late to repair the mischief, 
and the Government of India did not choose to run 
any longer a similar risk with indigo. 

The only remaining export duty is that on rice, 
grown for the most part in British Burma, but partly 
in” Bengal and Madras. It yielded in 1879—80 a 
revenue of 590,000/., and in 1880-81, 718,000/. The 
economical objections to this duty are undeniable, and 
it is to be hoped that the time is not far distant when 
it will fee abolished, and an amount equivalent to the 
duty levied in British Burma raised by a readjustment 
of the land revenue. Sir C. Aitchison, the chief com- 
missioner of the province in 1878, said : ‘ The country 
is now in a state of transition, making gigantic strides 
every year. Existing taxes do not apparently check 
that progress to any appreciable extent. I would. 
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therefore, let well alone ; but hereafter, when the 
country is fairly populated, when the enormous area of 
cultivable waste is brought under the plough, and the 
province has become ripe, generally, for a regular 
revenue settlement, I am of opinion that the rice duty 
and the capitation tax ought to disappear and give 
place to an improved system of land assessment.’ At 
the same time, there can be no doubt that the export 
duty on rice is, at the present moment, practically less 
objectionable than many of the import duties. .Al- 
though it cannot lie said that India and Burma have 
a complete monopoly of the supply of rice to Europe, 
they have something closely apjiroacdiing to it, and so 
long as this is true the injurious effect of the duty 
on Indian interests is less serious. It is impossible, 
hov’^ever, to say how long this may continue ; the 
export duty on rice should certainly not be counted 
upon as a permanent source of revenue, but while 
more urgent fiscal reforms remain to be carried out, 
there is no immediate necessity for surrendering the 
large sum which it yields. 

The measures taken with a view to the removal of 
the duties on cotton goods were of far more importance 
than those just described, both on account of the lar^e 
interests directly at stake, and the indirect consequence 
almost necessarily involved, of the ultimate complete 
extinction of all Indian customs duties. The reasons 
which led to the adoption of those measures were 
stated by Lord Salisbury in a despatch to the Govern- 
ment of India, and are quoted at length in a note to 
this chapter. They were most forcibly and lucidly 
stated, and will, without any doubt, be conclusive 
to every one who accepts the principles of free trade. 
Lord Salisbury’s orders were emphatically confirmed 
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by a Eesolution of the House of Commons, adopted 
without a division on July 11, 1877, in the following 
terms : — 

‘ That, in the opinion of this House, the duties now levied 
upon cotton manufactures imported into India, being protective 
in their nature, are contrary to sound commercial jjolicy, and 
ought to be repealed without delay so soon as the financial 
condition of India will permit.’ 

The position of the import trade of British cotton 
goods must here be exjJained. The Indian manufacture 
is at present confined to the coarser yarns, and to 
goods made of such yarns ; it was clear, therefore, that 
the 0 per cent, inqiort duty served to protect these 
5 "arns and goods against coin 2 )etition from without. It 
was asserted by many that the duty was so low that 
it could have no apjireciable effect, but that it was 
protective in theory was denied by no one, and the 
Government of India considered that the first step 
towards the gradual removal of the cotton duties 
should be the remission of this undoubtedly protective 
portion of them. 

The Indian manufacturer could compete with certain 
descriptions of grey or unbleached English cotton 
goods, which contained only the coarser yams such as 
the Indian mills could produce. It was, therefore, 
decided to begin by exempting some of these classes of 
goods which were similar in character to goods actually 
manufactured in India, and which did not contain finer 
yam than that known as 30s. This measure was carried 
out in March 1878, at the same time vuth the remission 
of the duties on minor articles above referred to. 
The step thus taken was avowedly of a temporary 
and tentative character ; the estimated loss of revenue 
was only 25,600Z., and it affected only those qualities 
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of goods on wliicli the duties were directly and ob- 
viously protective. With any indirect protection which 
may have been given to the duty-free locally made 
fabrics, by displacing, to some extent, the finer dutiable 
imported goods, thei'e was no attempt to deal. 

The scope of tlie measure thus adopted was pur- 
posely very limited ; it produced little effect, and the 
Government of India, in the beginning of 1879, ajjpointed 
a Comnns.sion, under the presidency of Mr. T. C. Hope, 
to inquire further into the subject, in consultation with 
tlie mercantile community, fi-om which various repre- 
sentations had been received. Their report showed that 
although the orders of the previous year had worked 
without mucli trouble or couqdaint, tliey were clearly 
open to this serious objection, that ‘ tlierc was little 
essential difference between the cloths wliich had been 
exempted, and large classes of clotli, otherwise styled, 
winch had not and the Commission stated its opinion 
that ‘ the only effective remedy obviously is to treat 
similarly, whether by exemption or taxation, all cloths 
of the same texture, irrespective of the lengths and 
widths in Avhich they happen to be made up, or the 
names by which people may choose to call them.’ The 
course thus proposed by the Commission had •been 
more or less explicitly recommended by the Chambers 
of Commerce of Manchester, Bengal, and Bombay. 

Some important facts were also established in illus- 
tration of the necessity of early action to relieve those 
imported goods which were exposed to local com- 
petition. It was shown that the falling-off in the im- 
ports of the coarser goods, on which much stress was 
laid by Lord Salisbury in the despatch mentioned 
above, was still going on, although there had been a 
large increase in the importation of goods of finer 
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qualities. The effect of the import duty in leading to 
these results was estimated differently by different 
authorities, but the fact was indisputable that a branch 
of the trade which was once important had greatly 
fallen off, while on the other hand the Bombay mills 
had not only, in the four past years, increased their 
exports of yam and piece goods to foreign countries 
by 26 per cent, and 51 per cent, respectively, but had 
more than doubled their exports to other parts of India. 
The total value of those exports, which was 432,000/. 
in 1875-70, had risen to 945,000/. in 1877-78. 

The Keport of the Commission was published 
with the Pinancial Statement for 1879—80, and its 
recommendations were adopted by the Government. 
It was decided to remit the duties on all grey goods, 
consisting of yarns not finer than 30s, a step which 
woidd remove the more urgent and immediate causes 
of complaint, and could be afforded at an annual loss 
of revenue estimated to range from 150,000/. to upwards 
of 200,000/. 

Although, from the fact that India was at the time 
engaged in war and other advei’se circumstances, the 
state of the finances was not such as to render this loss 
©f revenue unimportant ; yet the measure was held by 
Lord Lytton to be so necessary, both on economic and 
political grounds, that it could not rightly be delayed, 
and it was carried into effect on March 13, 1879. This 
important step was taken by Lord Lytton, in opposi- 
tion to the opinion of a majority of his Council, but 
on the advice of Sir John Strachey, the Financial 
member. It was approved, on April 4, 1879, by the 
House of Commons in the following Kesolution : — 

‘ That the Indian import duty on cotton goods, being unjust 
alike to the Indian consumer and the English producer, ought 
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to be abolished, and this House accepts the recent reduction in 
these duties as a step towards their total abolition, to which 
Her Majesty’s Government are pledged.’ 

It was stated by one of the dissentient members 
of the Governor-General’s Council, that there were not 
‘ a dozen oflEicials in India who do not regard the 
policy which has been adopted in this matter, as a 
policy which has been adopted, not in the interests of 
India, not even in the interests of England, but in the 
interests, or tlie supposed interests, of a political party, 
the leaders of which deem it necessary at any cost to 
retain the political support of the cotton manufacturers 
in Lancashire,’ 

Making allowance for some exaggeration of expres- 
sion, this statement doubtless contained a good deal of 
trut]' ns to tlie state of public opinion. Tlie official and 
non-official classes of Englishmen in India have never 
beeu favourable to fiscal reforms based on the princi- 
ples of free trade, and the natives of the country, even 
the richer and better educated, have not, with rare 
exceptions, arrived at the most elementary knowledge 
of such questions ; nor were there wanting among all 
these classes those whose prejudices could attribute 
none but poKtical or party motives to the advocates gf 
the reduction of the cotton duties. The nature of this 
opposition satisfied Lord Lytton that he must carry out 
the measure himself, or acquiesce in nothing being 
done at aU. He believed that the essential interests of 
India required it, and he was not to be deterred by 
the imputation of base motives. The case was one of 
those which had either to be settled by a bold and 
enhghtened Viceroy, or be allowed to drift on to the 
serious discredit of the Government and injury of the 
country. 
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The measures thus taken were avowedly first steps 
towards that total abolition of the duties to which the 
Government of India is pledged, and which it has 
been ordered by Her Majesty’s Government and by 
Parliament to carry out. They were intentionally given 
a form which at the outset placed them almost beyond 
the reach of opposition, except from avowed partisans 
of protection, though it did not affect their ultimate 
efficacy. If the object in view . had been the mere 
reduction of the duties, and their maintenance for an 
indefinite period at a loAver rate, it would have been a 
better mode of procedure to have made a general 
reduction of the duties on all classes of goods, instead 
of remitting the whole duty on tlic coarser kinds and 
retaining it on the finei’. But as it had been decided 
that the cotton duties Avere producing mischievous 
effects on great Indian and English interests, that their 
maintenance for any length of time was impossible, and 
that their abolition could be effected without financial 
risk, it folloAved that the sooner they were removed the 
better. The knoAvledge that by the particular method 
chosen for dealing Avith them the difficulty of main- 
taining any part of them in any shape Avould be in- 
creased, was no objection, but rather a recommenda- 
tion, to those Avho had made up their minds that every- 
thing Avas an advantage Avhich helped to hasten the 
completion of a necessary reform. 

The results have been greater and have come 
sooner" than was foreseen, but they have entirely con- 
firmed the accuracy of the conclusions at which the 
Government of India arrived. A.11 present grounds for 
the complaint that we were levying protective duties in 
favour of the Indian mills, in their competition Avith 
Enghsh manufacturers, have been removed. Some 
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classes of English goods are unduly favoured in 
comparison with other classes of English goods, but 
no protection remains for the special benefit of goods 
now produced in India. 

It was anticipated by Mr. Hope’s Commission and by 
the Government of India that the remission of duty on 
all goods made of 30s and under ‘ would probably soon 
effect a complete revolution in the piece goods trade.’ 
In support of this opinion the Commission quoted the 
following passage from a report by Mr. Pritchard, the 
Commissioner of Customs in Bombay : — 

‘ Tiie remission will operate to create a new class of shirtings 
made of yams 28 by 29 or 30, instead of the present standard 
quality of 32 by 36. This will i»ass free of duty, and, if it finds 
favour in the market, will take the place to a large extent either 
of the longcloths or of the shirtings now used, or of both.’ 

The Commission also quoted the following opinion 
of a mercantile firm : — 

‘ There can be no doubt that a trade in cloth made of yam 
just within the limit of exemption of duty would be fostered, 
and which might gradually become of considerable importance. 
Such cloth would probably be appreciated by consumers for its 
intrinsic value, as well as for its comparative cheapness, owing 
to there being no duty upon it ; and, if this should be thS casq,* 
it might do away with the importation of cloth made of yams 
varying from 32s upwards.’ 

The immediate consequence of the exemption from 
duty of all goods containing no yam of a higher number 
than 30s was the rapid development of the manufacture 
and import of a new class of goods made of 30s and 
lower counts. In consequence of their superior relative 
cheapness, these duty-free goods rapidly became popu- 
lar, and, the experiment having thus proved successful, 
the tendency is now to make of the coarser yams all 

u 
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cloth for which they can be used, and to substitute the 
coarser for tlie finer fabrics formerly made of yarns 
ranging from 30s to 40s. Within one year after the 
removal of the duties, this process had reached such a 
point that the duty-free shirtings and longcloths consti- 
tuted more than 74 per cent, of those kinds of imported 
goods, and the dutiable qualities of some other classes 
of goods had almost disappeared from the market. 

This rapid development of the trade in the class t)f 
goods exempted from duty has ever since gone on at 
an accelerated rate, and no one can now assert, as used 
formerly to be often asserted, that the 5 per cent, duty 
was so small as to have no appreciable eflect upon tlie 
trade. 

The changes that have taken place are illustrated 
by the following facts and figures. The year 1878-79, 
which immediately preceded the remission of duty on 
all the coarser sorts of grey cotton goods, was one of 
restricted and depressed trade, and the value of the 
imports of cotton manufactures, in particular, was 
smaller than it had been for many years. The following 
table shows the quantities and values of the various 
descriptions of cotton piece goods imported into India 
ipr the six years ending with 1880-81: — 


1876-76 . 

1876- 77 . 

1877- 78 . 

1878- 7r . 

1879- 80 . 

1880- 81 . 

Grey 

White 

Coloured 

Yards 

Value 

Yards 

Value 

Yards 

Value 

866,664,622 

840,605,320 

902,637,579 

775,120,394 

908,630,133 

1,170,467,629 

£10,639,712 

10,126,258 

11,562,852 

8,648,844 

10,391,903 

13,544,719 

171,290,998 

193,453,866 

216,624,360 

192,098,379 

226,483,857 

286,358,911 

£2,687,706 

2,887,634 

2,936,108 

2,679,904 

3,052,057 

3,690,800 

165,208,307 

162,240,661 

150,648,913 

160,377,489 

198,467,802 

318,061,544 

£2.837,260 

2,709,820 

2,454,103 

2,588,336 

3,129,947 

5,147,639 


It will be seen that there was a general recovery 
or increase under each head in 1879-80. The remis- 
sion of duty came into force from the commencement 
of that year, but during the first three or four months 
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the manufacturers and importers had not had time to 
arrange for supplying the market with goods of the kind 
exempted from duty. While for the first quarter of 
tlie year the proportion of duty-free goods to the 
whole quantity of shirtings and longcloths imported 
was only 16 per cent., it rose rapidly after August, and 
by the end of the year it had reached 82 per cent. 
Thus it was only during the last three quarters of tlie 
year that tlie remission of duty had any very great effect. 

‘The effect of the remission, however, was not so much 
to encourage a general increase in trade as to induce manu- 
fjicturers and importers to substitute goods of the coarser and 
duty-free kinds for the medium and fair qualities which had 
ibrmerly, when all classes were alike subject to duty, formed 
the bulk of the trade. In this respect, the results were much 
more decisive than was anticii)ated. It was of course expected 
that a certain ])i-(>portion of the goods mnging from 30s to 40s 
would, in future, be made of yarns of 30s and under, so as to 
bring them within the limit of exemption. But what has 
actually occurred has been a comjdete revolution in the course 
of the trade in grey goods. . . . The removal of the duty on 
ceri.'iin classes has enabled those classes to practically thrust 
out of the market the kinds still liable to duty, so far as these 
dutiable goods were consumed by the mass of the jjopulation.’ * 

During 1880-81 the same process continued. • This 
is illustrated by the following table, showing the quan- 
tities of duty-free and dutiable grey piece goods im- 
ported into India in this and the two preceding 
years : — 

Quantities in Yards. 

1878-79. 1879-80. 1880-81. 

Duty free 21,700,881 374,360,404 815,792,705 

Dutiable 753,323,513 634,269,669 354,674,924 

Total 775,120,394 908,630,133 1,170,407,629 

' Meview of the Maritime Trade of British India for 1879-80, by Mr. 

J. E. O'Corjnor, published by the Goverumeut of India, Department of 
Hnance and Commerce, 1880. 



292 FINANCES AND PUBLIC WORKS OP INDIA. 

It will be seen at a glance that, while there has 
been a large increase in the total quantity of grey goods 
imported, the increase in the duty-free goods has been 
enormous, and that they alone now exceed in quantity the 
total imports of two years ago, and bid fair to supplant 
the finer sorts which are stiU liable to duty. 

In the imports of the superior classes of piece goods 
known as white and coloured, on which the duties were 
not remitted, there was, as shown by the table given 
above, a large increase in 1879-80 ; and the increase in 
1880-81 was still greater. 

Simultaneously with the increase in the import trade, 
the cotton mills in India have been highly prosperous, 
and the evil consequences to this growing industry which 
we were often told would follow from the reduction of 
the import duties, have proved wholly imaginary. In 
1880-81 the value of the exports of Indian cotton yarns 
and piece goods was 1,908,240/., against 1,621,747/. in 

1879— 80, and 1,397,979/, in 1878-79. There has been 
a large increase in the number of looms and spindles 
working, and in the number of hands employed. 

Notwithstanding the remission of duty on the coarser 
kinds of grey goods, the increase of imports, especially 
finde^ the head of coloured goods, has been so great 
that the total revenue yielded by aU cotton goods in 

1880- 81 was 732,265/., being sensibly in excess of the 
amount received in 1879-80, viz., 681,768/., and little 
below the receipts of 1878-79, 771,280/. The average 
amount received in the four years before any remission 
of duty was made was 890,362/., so that the revenue 
from all cotton goods for 1880—81 is about 158,000/. less. 

The average amount of duty collected on grey piece 
goods, for the four years ending with 1878-79, was 
490,000/., while the amount of duty collected on this 
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class of goods in 1880-81 did not exceed 167,000^. 
The measures which have been described have therefore 
resulted in relief to the trade, and loss to the revenue 
of about 320,000/. ; and it would apparently cost about 
170,000/. more to complete the exemption from duty of 
all grey goods, without reference to the quahty of the 
yarn of which they are made. But the loss would in 
fact be much less, for the supersession of the dutiable 
by the duty-free goods still goes on, and it is understood 
that the duty derived from grey goods in the current 
year will be less than 100,000/. This further exemption 
ought to be made as soon as possible. The necessity 
of distinguishing tlie grey goods still hable to duty from 
those which are duty-free, necessarily causes consider- 
able trouble to manufacturers and importers, and many 
complaints have been made. Clearly, the present state 
of things is not satisfactory. As observed in a letter 
addressed to the Government by the Bengal Chamber 
of Commerce, the old conditions described by the 
Government in 1879, when it declared that ‘it is not 
reasonable that c ertain goods should be admitted free 
while large quantities of goods of almost precisely the 
same character in everything but name remain h^le to 
duty,’ still exist, with this difference, that the hardship 
is now not caused by the competition between Lanca- 
shire and the local mills, but by competition amongst 
Lancashire manufacturers themselves. Nothing but 
financial necessity, which does not now exist, could 
justify the retention of the remaining duties on the finer 
qualities of grey goods. When these are given up, 
there will remain the duty on twist and yarn, on white 
and coloured piece goods, and on other sorts, which in 
the four years ending 1878-79 yielded, on an average, 
360,000/., and yielded, in 1879-80, 400,000/. It is tc 
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be hoped that this also may soon be abandoned, and it 
will then probably be found that the effect on these 
branches of the trade has been hardly less remarkable 
and satisfactory tlian that which has followed the 
remission of the duty on the coarser quahties of goods. 

Tliere has been a general consent of opinion among 
the most competent authorities, tliat one result of tlie 
remission of the duty on the coarser kinds of cotton 
goods has been that the poorer classes of Indian con- 
sumers obtain cheaper and better goods than they ever 
obtained before. The following quotation is taken from 
a letter written by one of the most important firms in 
Bombay : — 

* The dutiable goods have gone so generally out of consuinj)- 
tion latterly that the manufacturers for the Indian markets do 
not make them, and the prices quoted are only for old stocks of 
goods made before the fullincidenceofthe remission was felt. . . . 
It is difficult to S2)eak too strongly of the benefit that the con- 
sumer has derived from the change. The natives get chca])er, 
better made, and more durable cloths than they ever did be- 
fore, and the remission of the duties has acted as a direct 
incentive to the manufaetuier of honci fide cloth, as contrasted 
with the adulterated articles.’ 

. • 

The great development of almost all branches of 
Indian trade during tlie last two years has, no doubt, 
been due to general causes ; but the foregoing facts 
show that removal of the import duties on the grey 
cotton goods has largely increased their sale, and that 
the Indian consumer has been greatly benefited by 
their free admission. At the same time that this result 
has been obtained, none of the remissions and reductions 
of duty made during the last twelve years have had 
any serious effect in diminishing the customs revenue 
as a whole. This will be seen from the following 
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figures, which show the gross receipts from the sea 
customs duties, excluding salt, for each year : — 


Import duties generally % 


18C9-70 . 

1870- 71 

1871- 72 


1872-73 


1873-74 


1874- 75 

1875- 76 


Import duties generally 5 % : — 

1876- 77 

1877- 78 

1878- 79 

1879- 80 

1880- 81 


. £2,431,167 
. 2,401,696 
. 2,339,186 
. 2,447,629 
. 2,402,388 
. 2,476,502 
. 2,48t),897 


. 2,258,754 
. 2,441,547 
. 2,273,307 
. 2,229,947 
. 2,490,036 


It apjiears clearly from this review that the policy 
followed by the Government of India during the Vice- 
royalty r)f Lord Lytton was one of absolute free trade, 
witliout reservation or qualifie.ation, and financial neces- 
sities alone ]irevented that policy from being carried* 
out to the fullest extent. The proceedings of the last 
three or four years have, however, succeeded in ren- 
dering inevitable the almost total abolition of the customs 
duties, which of all Indian taxes are probably the worst. 
The cotton duties are virtually dead, and the otli^r im- 
port duties cannot long survive them. How long* a 
period may elapse before such a consummation is 
reached cannot be predicted, but the time is not very 
far distant when the ports of India will be thrown open 
freely to the commerce of the world. 

The people of India consume at present hardly any 
foreign luxuries ; and cotton goods, which are among 
the necessaries and not among the luxuries of life, 
are the only articles of foreign production which come 
largely into their consumption. There is no present 
possibility of denying a large customs revenue from 
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anything else. Putting aside the duties levied on salt 
and alcoholic liquors, which stand on special grounds, 
and on which internal excise duties corresponding with 
the customs duties are, and must continue to be, im- 
posed, there will remain, when the cotton duties are 
removed, a very small amount of revenue derived from 
import duties It is not likely to exceed about 
500,000^., and apart from all other reasons in favour 
of a policy of absolute free trade, it will not then be worth 
while to keep up large estabhshments for the collection 
of so insignificant an amount. Further facts bearing 
on this subject will be given in the next chapter, and 
it will be shown that it is reasonable to anticipate that 
no permanent loss of revenue would be caused by such 
a general abohtion of all customs duties in India, 
since any such loss would before long be made good by 
the expansion of trade and by the increase of the rail- 
'way traffic receipts of the Government. 

The reforms which have now been described will be 
remembered hereafter in the economical history of 
India, and they will be set down among the honourable 
titles of Lord Lytton’s and Lord Salisbuxy’s administra- 
tion. They will be remembered not only because they 
Were the first application to India of the principles of 
free trade, but also because they have been carried out 
in a manner which has made the adoption of any other 
pohcy virtually impossible in the future, and has ren- 
dered it" almost a matter of certainty that, within a 
short period of time, the absolute freedom of Indian 
commerce will be accomplished. The authors of this 
book may be pardoned for recollecting the part they 
have taken in this work, and while on public grounds 
they must regret the almost universal opposition and 
disapproval in spite of which the policy they have 
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SO long maintained has been carried out, they cannot 
pretend that their personal satisfaction in the success 
which has been gained already, and in the greater 
future success which is inevitable, has been diminished 
by such considerations. 

Non tarn portas intrare patentes 
Quam fregisse juvat. 


NOTES TO CHAPTER XV. 


I. 

Extract from a Despatch from the Marquis of Salisbury, 
Secretary of State for India, to the Government of India, 
dated May 31, 1876. 

I NEVER shared the belief which appears to have been en- 
tertained by the Government of India, that in this question 
there was any kind of real conflict between the interests of 
India and of England. On the contrary, while I was glad to 
feel assured that the measures which I recommended would 
have had for one of their effects the satisfaction of legitimate 
claims on the part of a most important British industry, I be- 
lieved still more strongly that they were primarily required -in 
the interests of the people of India. 

I will not dwell again at length upon the political reasons 
which furnish, in my judgment, the weightiest arguments in 
favour of the course which I have urged upon Your Excellency’s 
Government. I need hardly insist further upon the danger of 
keeping open between two great communities of Her Majesty’s 
subjects an irritating controversy, which can be closed by one, 
and only one, solution. It is diflBcult to overstate the evil of 
permitting an industry so large as the cotton manufacture in 
India is certain to become, to grow up under the influence of a 
system which a wide experience has proved to be unsound, and 
which is opposed to the deliberate policy of England ; nor can 
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I view without serious apprehension, unless it should be the 
result of natural causes, the gradual contraction of a trade which 
constitutes one of the strongest bonds of material union be- 
tween England and India. But the urgency of these considera- 
tions is not denied by your Government ; and I feel convinced 
that they will commend themselves to Your Excellency’s mind 
with ever-increasing force. 

The \dew of the Government of India appears rather to 
have been that the import duties on cottons, although protec- 
tive in theory, are not so in practice, excei)t to a very limited 
extent ; that they are therefore not injurious to India, nor 
contrary to Imperial policy ; that they yield a revenue which 
cannot be spared ; that, regarded as purely fiscal duties, they 
constitute a more convenient tax than any which can be sub- 
stituted for it ; and that the relief which their remission might 
afford to a particular branch of British trade affords no suf- 
ficient ground for subjecting the people of India to a less 
I)opular form of taxation. 

It is manifest that the strength of this chain of reasoning 
entirely depends on the assumption that the cotton duties are 
not protective. If this assumption is unfounded, the argument 
of the Government of India, derived from a supposed conflict of 
interest between India and England, falls to the ground, and 
the political objection to which I have referred revives in its 
full force. It is therefore to the examination of this question 
that I shall now address myself. 

. The opinion of the Government of India as to the oi)eration 
of* the cotton duties is stated to be derived from a report of a 
committee appointed to re\ise valuations and consider sugges- 
tions for the amendment of the tariff. 

The method adopted by this committee in estimating the 
effect of these duties appears to have been to consider ‘ what 
proportion the particular goods which have to meet Indian 
competition bear to the whole cotton import duty ; ’ and having 
satisfied themselves by an analysis of the importations of cotton 
goods, that only about four lakhs of rupees w'ere levied on this 
particular class of goods in the year 1873-74, they arrived at the 
conclusion ‘ that to demand that, because one class of goods, 
represented by four lakhs of rupees duty in all India, has in one 
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j)art, of India to meet a local competition, the Government shall 
remit the remaining seventy-seven lakhs which competition can- 
not affect, was, in their opinion, quite unreasonable, and rendered 
it unnecessary even to inquire whether the finances could 
affiwd the remission.’ 

Upon this the Government of India, in their desi^tch of 
Feliruary 25 last, remark as follows : — 

* We agreed with the committee that no sufficient reason 
had been shown for the removal of the imi)ort duties on cotton 
yarn and piece goods. The report of the committee showed 
that the cotton goods imported into India mainly consist of 
the higher qualities which cannot be manufactured from the 
cotton grown in India. Those who have the best oj)portunities 
of knowing the facts stated that the attempts made by Indian 
manufacturers to make the finer descriptions of cotton manu- 
factures and yarn from Indian cotton had proved unremunera- 
tive, and had been abandoned. We believe that this has 
arisen, not as Your Lordship appeal's to think, from the imper- 
f(M‘t develoi)ment of the Indian manufactures, but from the 
infijrior quality of the Indian raw cotton. It was shown by the 
committee that, in regard to the great bulk of the trade in 
cotton goods, the importers were subject to little or no com- 
jietition from the Indian manufactures.’ 

These remarks are followed by a statement of the statistics 
of the cotton trade, which show that, in the four years from 
1862-63 to 1865-66 the average value was 12,150,000^. ; that 
value was in the next four years 17,966,000^,, and in the last four 
years 17,970,000^., which, allowing fora reduction in valuations 
in 1869, would represent an advance of 250,000?. in the latter 
period against an advance of 5,816,000L in the former period. 
It is true that, in the year 1874-75, the value of the imports 
increased to 19,387,000?., which is, as your Government state, 
the highest return for any year since 1859 ; but in a review of 
the Indian Trade and Navigation Accounts for 1874-75 by the 
Department of Agriculture and Commerce, contained in your 
despatch of February 25 last. No. 7, Statistics, I find that the 
trade of this year is described as having been notoriously of an 
unsound and unprofitable kind, and the more recent accounts 
appear to show that it has not been sustained. I fail, therefore . 
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to perceive any evidence of adequate or satisfactory progress in 
the general features of this branch of trade as exhibited in the 
foregoing figures. 

With regard to the arguments of the Tariff Committee, I 
must observe that the facts which they adduce in support of 
their conclusion prove by themselves absolutely nothing. 

The case of the importers of British cottons is that the 
trade in the coarse and low-priced goods has been so seriously 
injured by the operation of the duties, that it has in conse- 
quence become a comparatively small branch of their trade ; 
and it is replied that, because the trade is comparatively small, 
it is unreasonable to ask that the duties shall be regulated with 
reference to it. From this point of view, the argument of the 
committee would have been still stronger if this branch of 
trade had been altogether destroyed by the duty ; for it might 
then have been said that it was idle to discuss the question of 
a tax on a trade which had no existence. In other words, the 
more fatal the effect of the duty, the more conqdete would be 
the justification of its retention. 

I should have been glad if your Government had sujqdied 
me with official means of inquiring how far the allegations of 
the importers have a foundation in fact, by supplying a statement 
of the importations of the particular goods in question, not only 
for one year, but for a series of years preceding 1873-74, as it 
is only by a comparison of its present with its past amount that 
any conclusion can be drawn. 


% 


Cloth 



Yarns 


Years 

T cloths 

Long- 

clotha 

Domestics 

Mules 
above 
20s and 
under 30s 

Muirs 
20h and 
under 

Water 
208 and 
under 


Pieces 

Pieces 

Reces 

Lbs. 

Lbs. 

Lbs. 

1858 

914,381 

910,481 


169,352 

965,050 



1859 

304,705 

229,727 

179,409 

190,233 

925,085 

445,640 

396,130 


1860 

1,132,406 

510,440 


1868 

1,023,335 

113,348 

119,980 

412,245 



1869 

818,730 

178,715 

35,314 

300,170 

45,920 

524,940 

1870 

1,080,743 

94,746 

46,792 

342,115 

96,990 

857,480 

1871 

530,797 


45 914 

236,720 

96,690 


1872 

527,831 


9.639 

458,270 

15,060 

198,315 

1873 

697,231 

86,308 

148,376 


219,860 


78,670 

1874 

588,872 

10,050 

137,190 

27,350 

337,390 

Avenfge per year— 






1,331,531 

1858, 1859, 1860 . 

985,756 

381,230 

179,664 

800,191 

477,756 

Average per year— 







1872, 1873, 1874 . 

1 604,645 

105,969 

8,965 

271,773 

29,840 

204,792 
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But in the absence of official data, I have referred to a table 
furnished by the Bombay Chamber of Commerce in their letter 
to the Tariff Committee, of January 29, 1875, which is said to 
be compiled from Custom House returns, and the substantial 
accuracy of which I ha\'e no reason to doubt. 

Comparing, then, the average per year of 1858, 1859, and 
1860, the three years immediately preceding the American war, 
with the average ])er year of the last three years, viz., 1872, 
1873, and 1874, w’e find the following decrease in each of these 
descriptions of cloth and yams, viz. : — • 


T cloths . 

Longcloths 

Dnmeptics 


Mule twist, above 20a and under 30s 
Mule twist, 20a and under 
Water twist, 203 and under 


381,111 pieces 
275,261 „ 

170,699 „ 

628,418 lbs. 
447,916 „ 
1,126,739 „ 


These figures conclusively show that, so far as the import 
trade of Bombay is concerned, a serious decline has taken place 
in this branch of trade during the period in question ; but their 
significance is increased by the considerations urged in the fol- 
lowing extracts from the letter of the Chamber : — 

‘ It should be remembered that this absolute decrease has 
occuired, after a lapse of fourteen years of profound peace and 
security, in the cloth and yarns principally consumed by the 
* poorer classes, whi»se condition, it is well known, has immensely 
improved from a variety of circumstances, and during which 
period railway communication throughout the country was 
yearly extending. In 1860, 836 miles of railway only were 
opened in British India. In 1873 the number of miles of rail- 
way open had increased to 5,872. The progress of education, 
closer and more frequent contact with more advanced commu- 
nities, and the wealth accumulated by the cotton cultivators 
throughout the Presidency during the American war and for 
several years subsequently, when the prices obtained showed 
enormous profits on the cost of production, combined to increase 
the demand for cloths and yams of these descriptions to an ex- 
tent far exceeding the demand which would have arisen at the 
ordinary rate of progress in ordinary years. 

‘ The Chamber apprehend that, under the circumstances, a 
very great increase indeed in the present imports of low cloths 
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and yarns over the imports of the years immediately preceding 
the American war would be necessary to show that the import 
duty has not been operating as a protective duty, unless experi- 
ence proves, after the abolition of the import duty, that local 
mills are able to compete successfully on equal terms with the 
English manufacturers. As it is, it may be fairly assumed, 
however, that the duty is maintained at the ex^iense of the con- 
sumers, principally the poorer classes, against whom it tells in 
this instance with particular hardshij) in a prime necessary such 
as clothing, and that it is injurious to the thousands of village 
liandloom weavers throughout the country who are prevented 
from using the English yarns, which they might prefer, and are 
compelled to pay a higher price foi what they do use, in conse- 
quence of its operation.’ 

I have taken from the same source, viz., customs returns, the 
following comparative table of the imj)orts into Bombay of the 
finer cloths and yarns during the years 1872-74 and 1858-60, 
from which it a])pears that the progress of the trade in 
piece goods has been considerable : — 

Sfateynent of the Inmase of Imports into Boynhay <f Fine Cloths and Yarn 
duriny the Years 1872-74, as compared tvifk the Years 1858-GO. 

(From (''iis.tom-houae Returns.) 



Shirtings 

Yarns 

Years 

Printers, .Tucjoncts, 
and Madupollauis 

MuJ(‘ •10'. nnd 
u]AV{ir<ls 
Water ;{0s and 
upwards 

1858 ' 

1850 

1860 

Pieces 

3,553,198 

4,724,414 

6,540,166 

Lbs. 

3,513,075? 

6,829,010 

4,028,499 

Total 

13,817,778 

13,307,583 

1872 r . . . . . 

1873 

1874 

6,280,269 

6,395,941 

6,097,472 

4,330,202 

4,492,509 

4,690,642 

Total 

19,373,082 

13,613,363 

Average per year, 1858, 1859, 1860 
„ 1872, 1873, 1874 

4,606,026 

6,467,894 

4,466,861 

4,604,461 

Showing an increase of per year . | 

1,861,968 
Pieces of cloth 

47,590 
Lbs. yam 
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A similar result is shown by an examination of the returns 
of the importations of cotton piece goods into Calcutta, at which 
place they have not been hitherto exposed to the competition of 
native mills. From these it appears that the value of these 
imports has increased in fourteen years 77 per cent., while the 
corresponding advance in Bombay has been only 12 per cent. 

It is difficult in the face of these indications to doubt that 
the j^rotective action of the present tariff has had a marked 
effect in contracting witliin its present limits a trade which, if 
it had not been im})eded by this obstacle, would have expanded 
to much larger dimensions. 

But clearly as the protective operation of the duties is trace- 
aljle in the past, I cannot but a])prehend that their effect in the 
future will be even more decisive. 

I have no belief in the existence of any cause of permanent 
disability on the ])art of the Indian mills to meet foreign com- 
]>etitioii to a fai- greater extent than has hitherto been in their 
j)Owei% 

On the contrary, the information which I have received 
leads to the conclusion that the conditions of Indian production 
are such as to afford grounds for believing that the scope of the 
protective action of the present cotton tariff will fit no distant 
time oe so extended as to affect a very large proportion of the 
whole trade. 

It is estimated that about one-half of the cotton manufac- 
tures consumed in India is supplied by foreign impoitations, 
nearly the whole of which consist of British goods, representing 
an average annual value of 17,000,000^. 

From the statements to which I have referred, it appears 
that two-thirds of this vast import trade, or at least a trade of 
a value of 10,000,000^., is threatened by a competition which is 
rapidly becoming formidable, and vrhich is artificially sheltered 
by a protective duty. 

When the inevitable increase of consumi^tion of mill-made 
cotton goods in India, consequent on the extension of the rail- 
way system and improved communication of all kinds, is taken 
into account, it becomes evident that, long before the point has 
been reached at which this large portion of the British export 
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trade will have been superseded altogether by the products of 
the Indian mills, the area of the consumption of native products, 
will have been so much enlarged that the people of India will 
be compelled to pay^ for n first necessary of life, a price enhanced 
by all the incidents* of protection ; that a large industry, which 
it is of the first importance to place Upon the souijdest founda- 
tion, and the prosperity of which is a matter of national interest, 
will have grown tip in India under influences which experience 
has shown to be in the highest degree injurious to its healthy 
and natural development ; and t^at a revenue, upon which the 
Government has been led to rely' will year by year elude their 
grasp, until it altogether disappears. 

Whether, then, the question be regarded as it affects the 
consumer, the producer, or the revenue, I am of opinion that 
the interests of India imperatively require the timely removal 
of a tax which is at once wrong in principle, injurious in its 
practical effect, and self-destructive in its operation. 


II. 

Extract from a Speech by LieuL-Geiieral R, Strachey in the 
Legislative Gowacil of the Governor-General of India^ 
March 31, 1871. 

The first measure which the Government of India should 
seriously take up, after a permanently healthy condition of the 
finances has been established, is the complete reform of the 
tariff, and the removal from it of the blots which so greatly 
disfigure it. 

The worst of these blots no doubt are to be found in the 
export tariff. And I should perhaps explain to the council why 
I have said that export duties are essentially bad, for no doubt 
those who first imposed them, and now retain them, thought and 
think better of them than I do. I regard it as an axiom in 
taxation that it shall, as far as possible, fall on the fund 
destined to supply consumption, and not on that which supplies 
production. An export duty necessarily falls on the producers. 
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To tax the export of rice is to do what is virtually equivalent 
to rendering the soil on which that rice was grown less produc- 
tive. To tax the_export of cotton goods manufactured in India 
is to do what in its result in no way differs from any material 
obstruction thrown in the way of such a manufacture. By the 
imposition of such taxes, the inducement to the production of 
the things taxed is reduced in India, and an additional stimulus 
is given to competition in other countries. It is of course 
true, that amoAg export duties that is least noxious which is 
imposed on any article having a virtual monopoly in its 
markets. But as a fact all experience proves that nothing has 
such a monopoly. India can tell the tale of its saltpetre trade 
destroyed by export duties. • Is India also to destroy its export 
rice trade ? Will it stimulate to the utmost the production of 
other dyes to compete with its indigo ? Will it drive its own 
&agar out of its own markets for the benefit of the Mauritius ? 
p]ven in that commodity of which India apparently has tlie 
most important monopoly, opium, the competition of the local 
(Chinese market is already beginning to be felt, and there are 
those who foretell the ultimate destruction of our export of 
this drug. Only to-day I have read of a commencement of 
opium production in the United States of America. But what- 
ever is the immediate consequence of export duties in special 
eases, it is quite certain that the necessary tendency of th(‘ 
growth of knowledge, the spread of commerce, and the increase 
of competition, is to bring all producers more and more nearly 
to a level, and to reduce more and more the special c^dvan- 
tages of any of them. Under such a competition, the law which 
has for other purposes been called a law of natural selection, 
will eventually destroy the industry which is weighted the 
heaviest, and export duties will thus constantly bt; tending to 
destroy the commerce of the country that imposes them. 

The gross receipts from the export duties for the year 
1870-71, reckoned from the actual accounts of the first eight 
months by adding one half, would be 528,000i. Of this, two 
articles, grain and seeds, paid 465,500^., and all others 62,500^. 
Among these last have a place, by a refinement of barbarity, 
two of the very few manufactures of which India can boast. 
Cotton goods and leather pay 21,000Z. together. Indigo, oils, 
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lac, and spices, articles requiring either to be manufactured or 
specially dealt with, to fit them for the market, figure for 
28,500i. I confess that I am at a loss to supply the arguments 
by which the retention of such duties can be justified in pre- 
ference to refusing an infinite variety of petty administrative 
demands, among which I am quite content to class require- 
ments for public buildings and such matters, which have been 
allowed to swallow up the money that, to my mind, would so 
vastly better have been applied to getting rid of these senseless 
and positively mischievous hindrances to the growth of the 
wealth of the country. . . . 

I do not know that I should be disposed to agree with my 
honourable friends who have spoken of the grain duties as 
being those which most demand attention, though I fully 
assent to their condemnation of them absolutely. I regard 
that duty as the worst, which is most in the nature of a class 
duty, and which at the same time is least productive. Now 
all these little productive export duties are essentially class 
duties, and inflict special injury on a small body of persons 
employed in particular trades. Inasmuch as the rice duty falls 
on a large area it is less obnoxious and not more, and it 
partakes more of the character of a general tax on agriculture. 
I fear that the true reason we hear more of it than of other 
worse duties, is that it affects a greater number of influential 
persons who can complain, and not that it is really more 
obnoxious to censure. 

Aijd here I would say a word as to how bad a test of the 
character of a tax is mere absence of complaint. The sugar 
production of the North-West Provinces, to take an instance 
that has been lately referred to in this room, may be utterly 
strangled by export duties levied hundreds of miles away in the 
Punjab, Central Provinces, and Rajpootaixa, of which the 
grower of the cane probably never even heard. And so it may 
readily be with all industry. The poison is absorbed into the 
system imperceptibly, and the victim dies without a struggle 
it is true, but not the less surely. 

The sugar duties of which I have just spoken are without 
doubt the most discreditable relic of the dark ages of taxation 
that yet subsists in India. A 10 per cent, ad valorem duty is 
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deliberately retained on the export of British sugar into 
Kajpootana, and into our own territories on the wrong side of 
tlie customs line drawn across Northern India, by a Govern- 
ment which has for many years past preached to the very states 
on whose borders this tax is levied the impropriety of doing this 
very thing which is justified in our own case, because it yields 
120,000^. or 130,000?. which it would be inconvenient to give 
up. I have rejoiced to hear the head of the Government (the 
Earl of Mayo) say that he thinks this is among the matters 
first to be put to rights, in any future revision of the public 
burdens, and I cannot see how there can be a difference of 
opinion on the subject. These sugar duties have been defended, 
by persons who should have known better, on the ground that 
110 one complained of them. It shows a truly melancholy 
want of insight into, or consideration of, the action of sucli 
imposts, on the part of those vrho supervise this part of the 
administration, to find these duties in existence at the present 
day, and 1 trust that another year may not elapse before some 
step ar least is taken towards extinguishing them. 

And before I leave these export duties, let me ask why is 
it that the cotton goods manufactured on one side of the 
Hooghly are taxed, while the jute on the other goes free? 
Why does the cotton grown side by side with the indigo escape 
th<* duty which the other staple pays? The reply is obvious. 
The customers of the jute mills and the purchasers of the 
cotton live in England, and can make themselves heard, and 
hav • made themselves heard and feared. Here, fop such 
reasons as I have mentioned, and in the absence of the natural 
defenders of the suffering interests from the councils of the 
Government, the true principles of taxation have too long been 
neglected for the sake of obtaining a revenue really insignifi- 
cant in amount, and the necessity for which might quite easily 
have been avoided by proper firmness in refusing tin* expansion 
of expenditure. 

But I fear that my bill of indictment against the customs 
duties does not end with the export tariff. As I before said, 
the true test of character of a customs duty is that it shall fall 
on consumers. Now there are several items of the import 
tariff, and one an important one, that does not comply with 
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this condition. The first on the list is metals. It is true that 
iron is taxed lightly at 1 per cent., but all other metals are taxed 
at per cent., and almost in all cases such metals are in truth 
used in manufactures, and are not in any true sense articles ot 
consumption. Naval stores come under the same descrij^tion, 
also hides, and paints, and colours, and there may be others, 
which for the most part stand at 7^ per cent. 

Railway materials, I need not say, come under the same 
condemnation, but this duty is yet more objectionable, for it is 
either paid by the Government in the form of guaranteed 
interest in case of materials used on an open line, or if for 
a new line it is charged to the capital account of the railway, 
and is converted into debt bearing interest at 5 per cent, for 
ever. Now that the Government is about to commence railway 
construction, the absurdity of this duty will perhaps become 
more obvious, and I hoj)e that it will not make its appear- 
ance in another tariff. The aggregate of the five items which 
I have named is 225,000Z. 

Excluding these items, I find that the ten largest amounts, of 
which the lowest is 15,000L,yield together 1,444,000?., and that 
all the rest, thirty-nine in number, together give only 1 34,000?. 
The whole list comprises fifty-four items. I cannot consider 
that it is desirable to maintain such a tariff as this, several of 
the items of which do not produce 1,000?. Among the most 
miserable of the list are the last two additions to it, the mere 
mention of which will, I think, sufficiently indicate the spirit 
wffiich has governed the commercial i)olicy of the Government 
in late years — corals and lucifer matches. 

Many of the items in the import tariff are, moreover, open 
to objection as being class taxes. Such are the duties which 
exclusively, or nearly exclusively, fall on the Europeans resident 
in India, and of these a long list might be enumerated. 
Although it would, no doubt, be indefensible to place Europeans 
in a better position than the natives of the country in these 
matters, yet to do the converse is still more indefensible ; and 
I consider that many of these duties press most unjustly on 
the class to which I belong, and I think that I should be 
neglecting my duty in this council, and to that class, if I did 
not say it in perfectly plain terms. The European has at least 
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as much claim to my sympathy in matters of taxation as the 
sugar grower of Northern India, or the indigo grower of Bengal, 
or the cotton spinner of Bombay. In all these cases, I affirm, 
jre grievances in the matter of taxation far more onerous than 
tliose of which we have, within the last few weeks, heard so 
much, and having this distinctive character that they are as 
r(‘al as the others were imaginary. And I may add that, for 
my own part, I should be glad to hear the voice of the House 
of Commons require the Government of India, if it were 
necessary, which I hope and indeed believe it will not be, to 
do what is necessary for the removal of evils such as I have 
mentioned in the interest of Great Britain, for she has a gi’eat 
interest in them, and may justly defend it, as well as in the 
interest of India itself. 

I am, of course, quite aware that it is not possible in a 
summary way to take off these duties, and I am anxious not 
to be sup])Osed to suggest such a course. But what I say is, 
tha^ the first occasion should l^e taken to reduce the list, and 
to carry out the other reforms of which I have s])oken ; and 
th.jt such an occasion can only be found by a resolute determina- 
fion on the part of the financial administration that there 
sliall he no addition to the expenditure which shall prevent 
these necessary fiscal reforms. A distinct and })ositive i)olicy 
must be adopted and acted up to, or nothing in this direction 
will be possible. I am too well aware of the incessant and 
insidic as demands for money for mere administrative puri)oses, 
and I know the difficulty of resisting these demands^ an(} I 
repeat, therefore, with special emphasis, what I believe to be 
the only rule of action that can lead to success. 

Neither am I satisfied that even this amount of reform is 
all that we can fairly hope to see carried out. I go further 
still. 

And in the first place, I reject entirely the doctrine that we 
do well to maintain a high rate of duty on the piece goods 
imports. Whether Manchester be selfish or not — and no doubt 
it has been loudly asserted — it is not for me to say ; but this I 
know, that the mem* of Manchester gave England free trade, 
and understand the real requirements of commerce and progress 
vastly better than those statesmen who put export duties on 
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such products as tea, and coffee, and grain, as well as on the 
few manufactiu-es India ever had, and who maintain transit 
duties in the heart of our own provinces to this very day. I 
say, then, that those who ask for a reduction of the duty on 
piece goods may at all events possibly, and to my mind actiiall}^ 
have a ^'ery substantial ground on which to base their argument, 
(jaite apart from mere personal interest, though no doubt this 
is one of the motives of those who object to high duties, and a 
motive which is a perfectly pro]>er one. 

The truth is — and it lies on the surface — ^that exports are 
best paid for by imports, and that if a fair return in the shape 
of imports is not taken, the ext)ort trade is cturied on at «'i 
disadvantage. Everything which enlarges the consumi)tioii of 
imports ojiens the w’ay for a farther jjroduction of ex])orts. 
Now, obviously the best way of enlarging consumption is to 
reduce price, and even a very small fall of ])rice may in a very 
im])ortant degi’ee influence the total amount of tride. In the 
particular case of piece goods, moreover, every increase of con- 
sumption tends to add to the demand for the raw material, and 
thus in another w’ay to stimulate Indian i)rodiiction. 

And let me here further remark that it by no means follows 
that a duty is not mischievous because it only adds one, two, 
or three per cent, to the cost of goods. It is precisely these 
small amounts which in the end detennine whether trade is 
2X)ssible or not ; and in the present condition of commerce, 
with its vast extent and close competition, it is altogether 
en;onedtis to say that a duty is not important because the rate 
is low. 

Nor does this finish my demands in behalf of the commerce 
of India. I do not affii-m that it can at present be said to be 
within the limits of the practicable to make all the ports of 
India entir^jly free ; but this is certain, that there is hardly any 
sacrifice of present administrative progress that I can conceive 
of that would not be a reasonable price to i)ay for the vast 
benefit of complete freedom of the export and import trade of 
India. The customs duties at the present time are not of a 
magnitude to render this idea in any way chimerical. . . . 

I need not speculate on the probable results of such a 
policy, if carried out ; but I may i)oint to the wonderful effects 
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of the adoption of a modified form of free trade by England, 
and say that it seems to me certain that the greatest benefit 
would be obtained by following a like course in India. 


III. 

Extract from Financial Statement by Sir John 
Strachey for 1880-81. 

Although I do not intend to discuss the ja-opriety of the 
course that has been followed in regard to the removal of the 
duty on cotton goods, I must ask Your Excellency’s permission 
to say a few words on what is, in some resi)ects, a personal 
matter. We are constantly told that these measures have been 
adojited in disregard of tlie interests of the people of India, and 
in oljedience to the selfish demands of the Manchester manu- 
facturers. If we had, indeed, manii>ulatcd, in the interests of 
England or of any political party in England, the taxes paid by 
the peo])le of India, our conduct would have been not only 
shameful and odious, but absolutely criminal, and I, as Y'our 
Excellency’s chief constitutional adviser in the financial measures 
of the last two yeai’s, must have borne my share of the re- 
sponsibility. But for myself, who have taken part in these 
measures, 1 wish to say that I hardly rememb jthe time when 
I did not ai'gue, in the interests of India,, lor the reniovahof 
these and all other restrictions on her commerce. I advocated 
the abolition of these duties before, to the best of my belief, 
Manchester had herself discovered that she was injured by 
them, and before Lord Salisbury had proved in his despatches, 
in a manner which seems to me imanswerable, the serious injury 
which they were inflicting upon this country. As I said in my 
first financial statement three years ago, I would not have 
accepted my present oflSce if I had not hojied that I should 
have an opportunity of co-operating with Y^our Excellency in 
carrying out what I may say without exaggeration have been 
the convictions of a lifetime. I have had that opportunity. 
The cotton duties are, in my opinion, virtually dead. 




OHAPTEll XVI. 

FOBEIGX TRADE. 


VALUE OF TSTilAS TRADE SINCE 1834— COMPARISON WITH ENG L.AND — EXCESS 
OP EXPORTS EXPLAINED — ANALOGY WITH UNITED STVTES — ^EVIDENCE OF 
PROSPERITY RATOEK THAN REVERSE — TOTAL TRADE IN RELATION TO 
POPULATION — COAIPA RED WITH STATES OF EUROPE— INCREASE SINCE 
J 8 10— RECENT INCREASE GREATLY DUE TO EXIENSION OF RAILWAYS — 
RF^SULTS OF CHEAP TRANSPORT —COMlilNED W'lTH REDUCTION OF CUSTOMS 
DUTIES — INTERESTS OF TRADE DEMAND FURTHER REMISSIONS— NECRSSVRY 
GROWTH OF RAILAVAY REVENUE WITH INCREASED TRADE — LOSS OF 
CUSTOMS DUTIES PROWABLY AT ONCE COMPENSATED THUS— EXPANSION 
OF IMPORT AND EXPORT TRADE EXTENDS TO ALL CLASSES OF GOODS — 
PROOF OF GENERAL INCREASED PROSPERITY— MUTUAL INTEREST OF ENG- 
LAND AND INDIA TO REMOVE OBSTRUCTIONS TO TRiDE CAUSED BY CUSTOMS 
DUTIES. 

Thdre is no more striking evidence of the progress of 
the material wealtli of India than that furnished by the 
record of its foreign trade, as shown in the table at 
the end of this chapter. 

‘ The general volume of the trade of India at the 
present time approximates nearly to that of Great 
Britain between 1830 and 1840, but with the important 
difference that the Indian exports exceed the imports 
by about the same amount as that by which the British 
imports exceeded the exports. The British exports 
appear to have been in excess of the imports until about 
1825, when the imports began to prevail more and more, 
and the excess at length reached the enormous value of 
150,000,000^. or 160,000,0001. sterling. 

Supposing the values recorded in the trade returns 
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to be substantially correct, which there is no reason 
to doubt, the excess of the value of exports over imports 
indicates approximately the sum which India sends to 
England to pay for all charges connected with the 
administration, the interest on English capital invested 
in India, and the profits of private trade and savings 
from salaries remitted by Englishmen, less the new 
capital sent out from year to year for investment in the 
country. The period from 1854 to 1864 was the time 
when the capital for the guaranteed railways was being 
raised. About 80,000,000^. was borrowed or raised 
in England ; 30,000, 000^. chiefly to meet the heavy 
charges of suppressing the Mutiny, and 50,000,000/. 
subscribed as railway capital for investment or expendi- 
ture in India, and there was hardly any surplus of 
exports during this period. In 1869 the heavy outlay 
on the guaranteed railways was coming to a close, and 
the system of construction by the State was beginning.; 
and since that time, the large sums which India has 
had to pay as interest, now amounting to more than 
5,000,000/. yearly, have exceeded the capital supphed 
from England for investment. The great rise in the 
export trade dates from that time, and for the last 
ten years the excess of exports has averaged about 
'>;16,000,000/. sterling, of which perhaps half may be 
i^garded as the return on capital invested in railways 
and commercial enterprise, and half as the charge on 
account of the administration of India, which has to 
be met in England. 

It has frequently been alleged that this excess of 
the exports over the imports signifies a drain on the 
resources of India which, to use the words of one of 
those who thus argue, ‘ must stop all real improvement, 
and ev«ntually bring the country to pauperism.’ The 
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most conclusive argument, perhaps, that can be brought 
against such a view is the practical one, that the nation 
which probably of all others at present gives the 
greatest signs of progress and of increase of wealth 
and general prosperity — the United States of America — 
exhibits a balance of trade similar to that of India, 
but with a still greater relative excess of exports. In 
round numbers the average values of the exports 
and imports of the United States for the five years 
ending with 1880 were 140,000,000/. and 106,000,000/. 
sterling respectively, showing an excess of exports of 
34,000,000/. The foreign trade of India for the last 
five years is almost exactly half tliis amount, but witli 
an excess of exports of onlj’ 15,000,000/., the propor- 
tions of the excess to the total export values being 
about 22 per cent, for India, and 24 per cent, for 
America. 

It seems, indeed, hardly necessary to discuss seriously 
such a doctrine as this, which would inevitably lead to 
the conclusion that Great Ih-itain, by the enormous , 
excess of its imports, is rapidly bringing to pauperism 
the countries from which those imports are received, 
and i^ stopping all real improvement in them. The 
obvious truth is that the accumulating wealth of Eng- 
land seeks useful employment all over the world, and 
that the legitimate returns on the capital thus in- 
vested flow back in the form of the excess imports, to 
which India and the United States of America, with 
many other countries similarly situated, contribute 
their shares. 

So far as the excess of Indian exports is due to 
the investment of English capital in that country, it is 
difficult to conce ’ ve conditions under which the remit- 
tance of interest on such capital judiciously applied 
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could be onerous to the country which pays it ; for 
the investment must necessarily lead to the outlay of a 
much larger sum than the interest sent away, which only 
represents the profits, the other portion of the gross 
receipts which supplies the cost of production or work- 
ing expenses, remaining in the country. Thus, in the 
case of tlie guaranteed railways, about 100,000,000/. of 
ca])ital has now been raised and sjient in India, and say 

5,000,000/. a year has to be paid in England as interest 
on that capital ; the railways pay this 5,000,000/. by 
earning a gross income of 10,000,000/., of which 

5,000,000/. is s])ent in Avages or other working ex- 
])enses, and affords increased profitable occupation to 
the people of the country. The jjersons who voluntarily 
pay the 10,000,000/. for the use of the raihvays are 
themselves largely benefited by them, and Avould have 
had to ])ay much more had they been obliged to use 
ruder means of (conveyance. The remittance of 

5,000,000/. of interest to England, therefore, indicates 
the investment of a sum of money in India which, so 
far from causing a drain on the counti'y, confers in 
numerous ways great direct and indirect benefits on it. 
The same may be said of the smaller investments ip tea 
and coffee, indigo, cotton mills, and other Industrie’s 
which are mainly supported by British capital, the 
interest remitted on which does not imply the impover- 
ishment but the enrichment of the country. As to the 
other half of the excess exports, which goes to pay the 
cost of English administration necessarily incurred out 
of India, there can be no room for doubt that it is to 
the advantage of India to pay the sum really necessary 
to secure its peaceful government, without which no 
])rogress and no accumulation of wealth would be pos- 
sible ; and so long as this condition is not violated it is 
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not material whether a part of the charge has to be 
met in England, or whether it is all paid in India. 

The aggregate export and import trade of India 
now amounts in value to nearly 140,000,000^. sterling ; 
twenty-five years ago it had not reached 50,000,000/. 
Though the progress of India has been great, the trade, 
in relation to the population, is, however, still far 
behind that of even the more backward European 
countries, as the following figures (showing approxi- 
mately the facts between 1878 and 1879) will in- 
dicate : — 


Country 


Great Britaiu 
France 

United States 
of America 
Eussia . 
Austria . 

Italy 
Spam . 
India . 


Population 


Imports 


1 


Hate 

E.vports ! 

1 

Total 

per 

head 

£ i 

£ 

£ s. 


34.000. 000 

38.000. 000 

47.000. 000 
' 85,000,000 

37.000. 000 
! 27,000,000 
! 17,000,000 

1 252,000,000 


363.000. 000 249,000,000 612,000,000 

184.000. 000 127,000,000 311,000,000 

107.000. 000 ' 141,000,000 ' 248,000,000 

65.000. 000 68,000,000 133,000,000 

68.000. 000 70,000,000 128,000,000 1 

61.000. 000 1 44,000,000 95,000,000 

16.000. 000 i 17,000,000 33,000,000 

49.000. 000 I 67,000,000 116,000,000 


18 0 
8 2 

6 6 
1 11 
3 7 
3 10 
1 19 
10 


The imports of merchandise have increased from 

14.000. 000/. in 1856 to 53,000,000/. in 1880-81, 
showdng an increased purchasing power of close upon 

30.000. 000/. yearly. The exports, which in the first- 
named year were 23,000,000/., rose in the last to 
74,500,000/., showing an increased power of produc- 
tion of 50,000,000/. sterling. The steadily increasing 
amount of the imports during the last forty years 
affords conclusive proof that the power of purchasing 
for internal consumption, so far from having been 
unduly pressed upon by adverse influences, such as 
over-taxation or any general deterioration of condition, 
has been constantly improving. The decennial in- 
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creases of the imports of merchandise have been as 
follows: 1841 to 1851, 3,000,000/.; 1851 to 1861, 

12.000. 000/. ; 1861 to 1871, 11,000,000/. ; 1871 to 1881, 

18.000. 000/. 

It is surely time that the misconceptions on these 
subjects, if indeed they do not rather deserve the name 
of misrepresentations, should be abandoned. It is 
inexcusable on the part of any one who professes to 
enlighten the people of England on the condition of 
India, to allege that when persons in authority have 
referred to the excess of exports over imports as 
being ‘ without any commercial return,’ they have 
admitted that the transaction has been without any 
proper consideration, and therefore injurious to India. 
And the confusion of thought thus displayed is com- 
monly combined with another fallacy. It is tacitly 
assumed that some condition of things w^ould be pos- 
sible under which, by reducing to a ‘ minimum the cost 
of good government,’ this excess export of produce 
could be avoided and its value retained by the people 
of India. Now it is obvious that the only way in 
which this could happen would be for India to repay 
all the foreign capital spent on her improvement, and 
herself supply all that is required in the future, at the 
same time furnishing a national government which 
should give aU necessary securities for the peaceful 
and progressive administration of the country. When 
this becomes possible the time may arrive when India, 
without relapsing into barbarism and losing its foreign 
trade entirely, will find that her exports no longer 
exceed her imports. 

That the development of Indian trade, to which 
attention has been directed, has for the most part been 
due to the increasing wealth of the country, and to the 
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greatly improved means of communication both by sea 
and land, and especially to the extension of railways, 
cannot be questioned. In 1856 the first few miles of 
Indian railways had just been opened, and the total 
recei})ts from the goods traffic were only 47,000/. In 
the last year for which we have complete accounts 
(1880) the goods receipts were nearly 7,700,000/., the 
(juantity of goods carried having been almost Hi 
million tons. 

It is interesting to inquire, and the inquiry has an 
important bearing on all questions relating to Indian 
trade, what relative effect customs duties and the co.st 
of inland transport have on the probable sale of im- 
ported merchandise. 

Taking cotton manufactured goods as an illustra- 
tion, we shall find that the value of 1 lb. of cotton 
manufactures may be roughly taken on the average at 
about half a rupee ; 1 maund, or say 82 lbs., Avill be 
worth Rs. 40, on which the duty at 5 per cent, will 
be Es. 2, or annas 32 (4s.). Further, the transport of 
the same quantity by rail for 500 miles will be about 
annas 10 (Is. 3d.}, or one third of the duty. Also 
the cost of cart transport being about four times that 
of transport by rail, the saving due to the introduction 
of railways is three times the actual cost by rail for 
500 miles, or about annas 30 (3s. 9c/.). 

Hence it appears that the virtual effect of substi- 
tuting 500 miles of railway transport for cart transport 
is equivalent to taking off a duty of 5 per cent. ; and, 
considering the great distances to which cotton goods 
actually travel in India, it may be reasonably said that 
this fairly indicates the actual direct effect of the rail- 
ways on the trade in these goods during the last twenty- 
five years. . 
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But there is a farther most important result of 
cheap transport ; for the imports have to be balanced 
in value by the exports. The cotton manufactures are 
worth about 100/. per ton, while the average agricul- 
tural export produce can hardly be worth one-tenth of 
that sum ; it follows, therefore, that for every ton of the 
cotton manufactures imported, there wiU be at least 
ten tons of produce exported. Taking the present 
value of cotton goods imported at 25 , 000 , 000 /., and 
tlieir weight at 250,000 tons, the export produce equal 
in value might Aveigh about 2 , 500,000 tons, on which 
the railway receipts Avill be about 2 , 000 , 000 /. The 
saving in the cost of transport of this produce by rail, 
over the old method by cart, would be about three 
times the actual cost by rail, or say 6 , 000 , 000 /. Thus 
a mo:.t important stimulus is given by the railways to 
the import trade, by bringing a largely increased 
quantity of produce within the range of the export 
market, Avhilc the cost of the imported goods is at the 
same time reduced, and they are consequently brought 
Avithin the means of an increased number of purchasers. 
The importance of these considerations, which of course 
apply to all descriptions of imports as Avell as to cotton 
goods, is so great that it is matter of surprise that 'they 
have hitherto received so small a measure of attention 
from the intelligent classes interested in the extension 
of British trade in India, and that the influence of these 
classes has not been more powerfully exerted for 
the purpose of stimulating the development of rail- 
ways, on Avhich the increased sale of foreign manu- 
factures in the great continent of India so immediately 
depends. 

These general causes have been in operation for the 
last twenty-five years, during which thd railways of 
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India have been by degrees coming into existence, and 
their effect has been largely aided by the gradual re- 
duction in recent years of the general scale of import 
and export duties. What th|^t effect has been is shown 
by the figures already given ; and it may confidently be 
concluded that the further development of the com- 
merce of India will be found directly and intimately 
to depend on these two influences — the reduction of the 
cost of inland transport by the extension of railways, and 
the reduction or total abohtion of the customs duties, 
whether on exports or imports. That a considerable 
increase of the export trade of India in the last few 
years may have been due to the fall in tlie value of 
silver in relation to gold, is more than probable, but the 
discussion of this subject will be more conveniently 
deferred to a later part of this work. 

And we are thus brought back to consider the 
serious question discussed in the preceding chapter, 
how far it may be desirable in the interests of the trade 
of the country further to give up or reduce the customs 
duties, and how far the financial exigencies of the 
Government will admit of such relief being given. The 
sole justification of the maintenance of any tax is that 
it, is required in the general interests of the community. 
It would be a short-sighted and mischievous policy to 
allow the cotton duties or any other duties to stand 
in the way of the development of a trade measured 
in milhens of pounds, unless the requirements of finan- 
cial equihbrium could not dispense with the few hun- 
dred thousand pounds they produce. The remission of 
the remaining cotton duties might lead to a loss of 
700, 000^., and if the other customs duties were given 
up there would be a further loss of 1,000,000/., or rather 
more. The inquiry, therefore, arises whether India 
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could safely accept the risk of this, and how such 
sums could be made good. 

The growth of the railway traffic following the in- 
creasing trade leads necessarily to the growth of the 
railway receipts, and to a corresponding addition to 
the revenues of tlie State. Experience shows that Es. 10 
or 12, or say IZ. of the conventional Indian currency, 
may be taken as the average sum earned from all 
sources per ton of goods carried on Indian railways. 
Tlic number of tons moved has gradually increased 
from 1,800,000 in 18G5, to 3,400,000 in 1872, to 
8,800,000 in 1879, and to 10,450,000 in 1880, the last 
yeai’ for which full accounts have been published. The 
increase of every million tons to the traffic will add 
approximately 1,000,000/. to the gross receipts. About 
half of this sum will be net profit, and of this not less 
than tAvo-thirds Avould directly or indii’ectly add to the 
resources of the Government, either as a reduction 
of the payments for guaranteed interest, or as direct 
profit on the guaranteed or State lines. Hence, for 
every million tons added to the goods traffic it would 
be reasonable to expect that- 250,000/. would be added 
to the revenue in the shape of railway receipts. There 
has been in the last five years an actual increase of 
5,000,000 tons, and if a similar increase should take 
place in the next five years, the revenue would be 
increased by 1,250,000/. from this source alone, of 
which but a small part would be absorbed by increase of 
interest charge. 

The steady and continued increase of the foreign 
and internal trade of India gives evidence that such 
anticipations as these are reasonable and moderate. The 
tonnage of the shipping employed in the foreign import 
and export trade, which in 1856 was about 2,800,000, 

y 
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had become 5,800,000 in 1877-78, and it now exceeds 

6.000. 000. The interportal or coasting trade employs 
about double that amount of tonnage. The foreign 
trade has increased in the last twenty-five years from 

49.000. 000^. to 138,000,000/., and the interportal trade 
is now valued at nearly 60,000,000/. sterling. It is not 
possible that such a growth of the foreign trade should 
go on — and there is every indication of its continuance — 
without a corresponding growth in the internal trade of 
the country, and every stimulus given to the foreign 
trade by the remission of the duties imposed upon it, 
must necessarily be immediately felt in an increase of 
the railway receipts and in the iJubhc revenues. From 
these considerations it is reasonable to anticipate that 
the repeal of the remaining duties on cotton goods would 
be immediately followed by an extension ol' the import 
trade, combined with a corresponding addition to the 
exports, and that this would soon lead to an increase of 
railway traffic sufficient to cover the first loss of revenue. 
Even, therefore, if tlie state of the finances were less 
satisfactory than it is, there need be no hesitation in ’ 
immediately abolishing all the imposts with which this 
branph of trade is burdened. This same resource, the 
groAving railway income, would also unquestionably, if 
it were prudently managed, afford within a short period 
of time the means of freeing the whole import trade of 
India from taxation. It is impossible to doubt that 
the removal of all customs duties would have a very 
great and immediate effect upon Indian trade, and 
through it on the railway receipts and on the pubhc 
revenue. The hope has been expressed in other parts 
of this work, that nothing may be done to throw away 
or jeopardise that most important of the future re- 
sources of the Government in India, the profits from 
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the railways. Tlie revenue from this source is obtained 
with an amount of interference with trade which is 
almost imperceptible, and in return only for services 
rendered and urgently needed ; and all efforts to stimu- 
late its growth would involve the satisfactory mainte- 
nance and extension of a cheap and efficient system of 
railway ti-ansport, on which the realisation of such 
a revenue would directly depend, and which would 
be no less essential for successful and expanding com- 
merce. 

Hoav far the anticipations of the further steady in- 
crease of Indian trade are justified by the facts will be 
seen from the following figures, wliich compare the 
imports of foreign merchandise and tlie exports of 
Indian produce in the last year, 1880-81, with the 
avjrrige of the five years 1874-70 to 1878-79, and 
tlie year ISoO. In no single instance, excepting the 
expt)rts of silk, is there anything but a satisfactory in- 
crease. Tlie following tables include all articles the 
annual values of which exceed o0(),000^. : — 


Imports, 




Arorage of 


Articles 

1850 

5 years ii'om 
1874-75 to 1878-79 

• 

Colton twist and manufactures . 

£«,;!Gi,000 

£18,895,000 

£26,579,000 

Metals ..... 

1,54:5, 000 

3,205,000 

3,780,000 

Liquors ..... 

765,000 

1,336,000 

l,il87,000 

Coal 

112,000 

835,000 

1,240,000 

Sugar ..... 

168,000 

819,000 

1,611,000 

Woollen goods 

134,000 

780,000 

1,299,000 

Eailway plant and rolling stock 

347,000 

757,000 

1,118,000 

Silk goods .... 

139,000 

747,000 

1,360,000 

„ raw 

274,000 

653, (XX) 

1,067,000 

Provisions .... 

266,000 

765,(K)0 

920,000 

^ipparel 

328,000 

565, (X)0 

658,000 

Salt 

275,000 

556, (XX) 

666,000 

Hardware .... 

— 

442,000 

652,000 

Spices 

123,000 

401,000 

643,000 


T 2 
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3:54 


Exports, 


Articles 

1856 

Arerage of 

6 yf'ars from 
1874-75 to 187S-79 

1880-81 

Opium 

Cotton, raw .... 

„ manufactured 

; e 6 , 201,000 

3 , 315,000 

£ 12 , 176,000 

11 , 515,000 

905,000 

£ 13 , 590,000 

13 , 242,000 

1 , 908,000 

Eice 

Wheat 

Pulse 

2 , 598,000 

174.000 

124.000 

0 , 363,000 

1 , 344,000 

250,000 

9 . 057.000 

3 . 278.000 
276,000 

Total grains . . . ^ 

Oil seeds . . . . j 

Jute, raw 

„ manufactured. . . | 

Hides 1 

Indigo 1 

Tea ' 

Coffee 

Wool i 

' Silk 1 

: e 2 , 89 G ,000 

1 . 273.000 

329.000 

432 , 000 ; 

2 . 424 . 000 1 

03.000 1 
120,000 : 
48 . 3.000 

1 , 049 , 000 ' 

£ 7 , 963,000 

6 , 210,000 

3 . 201.000 
663,000 

3 . 095.000 

2 . 973.000 

2 . 579.000 

1 . 432.000 

1 . 036.000 
851.000 

£ 12 , 610,000 

6 . 345.000 

3 . 935.000 

1 . 127.000 

3 . 733.000 

3 . 572.000 

3 . 054.000 

1 . 600.000 
1 , 224,000 

771,000 


It is materially impossible that the great progress 
thus shown, both in production and consumption, can 
have taken place without a corresponding development 
of the wealth and industry of the people ; and the well- 
known facts of the increase of the area of land under 
cultivation in all parts of the country, indicate the 
principal source from which that increased wealth has 
been derived, and to which that industry has been 
applied. That there are evils and diflSculties from 
which some portions of the population suffer, is no 
doubt true for India as for every other country ; but 
that the -very remarkable growth of aU branches of 
the public income, which has taken place simultane- 
ously with an equally striking advance in the internal 
and external trade, evinced by the imports and ex- 
ports and railway transactions, should be compatible 
with anything but an advancing condition of the 
people, is directly contrary to all experience and reason. 
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The very evils, difficulties, and sufferings which it has 
been the lot of the people to endure, have afforded a 
proof of the improved condition of the community; 
for they have shown how vastly the recuperative 
powers of the country have increased, the period of its 
greatest apparent prosperity having followed imme- 
diately on a period of the most exceptional calamity. 
In the face of these positive and continued proofs of 
general progress, it is irrational to give attention to 
vague assertions of deterioration, of which no definite 
evidence is forthcoming, and which are based on mis- 
conceived generalisations from local and partial evils, 
such as are to be found in every human society however 
advanced. And considering how little has yet been 
done to give India the advantages which are certainly 
to oc secured by the adoption of improved methods of 
husbandry, by the institution of industries suited to the 
local conditions of the country, and by calling in the 
aid of modern science and the outlay of sufficient capi- 
tal, the success already attained m the development of 
its resources is most encouraging for the future. 

There are some who doubt whether England wiU 
continue to stand fast in that faith in the efficacy of 
free trade which many, among whom the authors* of 
this work desire to rank themselves, hold to have been 
one of the most powerful causes of the extraordinary 
advance in wealth which our country has made in the 
last quarter of a century ; but so long as she does, 
India offers a wide field for the application of that 
faith, and for the diffusion of the benefits which it 
wiU certainly confer on those who follow it. Though 
other countries be more or less closed to the industry 
of England by hostile tariffs, we possess in India a con- 
tinent the capacity of which, whether to supply us with 
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agricultural produce, or to receive our manufactures 
in exchange, has only just begun to be developed, and 
the extension of which depends on our own conduct in 
throwing down the artificial barriers which wn still per- 
mit to stand in the way of the free grow^tli of the trade 
of that country. The progress of this trade in the 
past year alone goes far to justify the bchef tliat in 
this direction should be sought, and may be found in 
a comparatively short time, a most valuable set-oft 
against any temporary check or diminution of the 
progress of British commer(;e caused by the oppressive 
tariffs of protectionist nations. 

The idea of tolerating, still less of stimulating, a war 
of tariffs between England and India is monstrous. 
Whatever may be our position in respect to other coun- 
tries or colonies, here at least such an insane policy 
should not be permitted. The future prosperity of 
India and England ahke demand the most complete 
freedom of commercial intercourse between them. It 
is not easy to decide which country suffers most by 
the obstruction to the sale of its produce caused by 
customs duties, on the one side such as the Indian duties 
on the import of Enghsh manufactures, and on the 
other such as the English duties on Indian tea and coffee ; 
the duty on tea being at no less a rate than 50 per cent, 
on the value, and placing on this article alone a burden 
of more than one million sterling. In neither case can 
a plea of necessity be accepted, and to talk of reci- 
procity or compensating tariffs would be absurd. Both 
countries require free markets, and it is equally true 
for both that no form of taxation is so prejudicial as 
that which restricts the free interchange of the pro- 
ducts of their industry. Whether the subject be viewed 
from the side of the interests of India or of England, 
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the same conclusion must be come to, and it is singular 
enough that amid all the discussion which has arisen 
as to the exclusion of English goods from foreign markets 
by hostile tariffs, the mutually destructive customs duties 
of England and India should not have attracted more 
attention, and should have been tolerated so long. 
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CHAPTER XVn 

OCTROI DUTIES 

OCTROI DCTIUS TOE MITNICTPAl, PrEPOSES — ORDERS IK 1868 TO PBETENT 
AltESES— RELAXED IK 1871 — LEGISLATION PROPOSED IN 1870 — IIS OBJECTS 
— ARI'SES POINTED OET III BOMBAY CHAMBER OF COMMERCE — EXTREME 
CASE OF K.UlACni — DECISION NOT TO LEGISLATE — NECESSITY FOE FETEEB 
VIGILANCE. 

CuosEiiY connected with tlie subject of customs duties 
and trade, Avhich have been treated of in the last two 
cliapters, there is an important matter which must not 
be left unnoticed. 

For many years past the Government of India has 
recognised the necessity of placing better checks on the 
•system by which, through a large part of India, octroi 
duties and tolls are levied for municipal purposes. It 
has been a constant complaint that tliese duties become 
taxes on goods in transit, and affect injuriously the 
general trade of tlie country. 

The orders on tliis subject issued by the Government 
of Lord Lawrence in 1868 contained the first clear 
statement of the principles by which the levy of 
octroi duties should be regulated. Their propriety 
has never been successfully impugned ; and they are 
quoted here : — ‘ Such duties should be restricted to 
articles actually consumed in the towns, and not im- 
posed upon articles of general commerce or suffered tq 
interfere with the natural course of transit trade. The 
Government of India has reason to beheve that these 
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sound principles, the truth of which has been established 
by the prolonged experience of those countries of Europe 
in which octroi duties form commonly a source of muni- 
cipal revenue, have been frequently lost sight of, and 
that to meet the burden of an annually increasing 
expenditure upon police, education, or sanitary improve- 
ments, a "wide-spread system of taxation has been intro- 
duced, injurious to interests on which the burden in 
a great measure falls, and standing in the way of the 
proper development of the commerce of the country. 
It is to httle purpose that the Imperial Government 
reduces or abolishes customs duties in the interests of 
trade, if municipahties are permitted to levy duties on 
articles of commerce passing through their limits. In all 
parts of India municipal taxation is largely on the in- 
crease ; and there is a growing tendency to overlook, 
for the sake of small local improvements, the real in- 
jury that is being inflicted upon important general 
interests.’ 

These orders also laid down practical rules by which , 
the levy of octroi duties and tolls was to be regulated. 
It was declared that duties on articles of consumption 
must ^ fall entirely on the population of the town for 
the benefit of which they were levied, and that a jealous 
guard must be kept lest they should apply to any 
article belonging to the transit or general trade of the 
country. The articles on which duties might and might 
not be imposed were enumerated. 

In the first class were articles of food or drink; 
animals for slaughter ; articles used for fuel, for fight- 
ing, or for washing ; articles used in the construction 
of buildings ; tobacco, and some minor articles of con- 
sumption. The second class, on which the levy of 
duties was prohibited, comprised articles liable to 
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customs duty and imported into India by sea — salt, 
opium, liquors, and drugs liable to excise duty. The 
articles subject to duty were so chosen that municipal 
taxation should not encroach on imperial taxation, and 
that, in the words already quoted, important general 
interests should not be overlooked for the sake of small 
local improvements. 

It was also required that provision should be made 
for the refund of duty when goods were re-exported 
from towns, for bonded warehouses, and other pur- 
poses. Ellies were laiil down regarding the levy of 
tolls, the principle being affirmed that they were not to 
be levied as a source of general municipal revenue, but 
only for the purpose of defraying the cost of construc- 
tion of jiarticular Avorks, or for their maintenance. 

These orders of the Government of India Avere re- 
ceived Avith general opposition by almost all the local 
authorities A\dierever octroi duties were levied ; and for 
this plain reason, that their execution involved, in many 
/iases, a serious curtailment of existing municipal income. 
In consequence of the pressure brought to bear by 
the local authorities, some relaxation of the orders was 
unfortunately allowed, in 1871, and authority was given 
to add the folloAving classes of goods to those on which 
duties might be levied : — Piece goods and other textile 
fabrics, and metals and articles of metal, proAuded that 
the duty should not exceed 1-i per cent, ad valorem. 

With these exceptions, the orders of 1868 were 
supposed to remain in force ; and for the last ten 
years the Government of India has been trying, not 
always very zealously, to get them carried out. The 
Government of India is, in theory, supreme ; but when 
its orders are regarded by local authorities and by Pro- 
Auncial Governments as opposed to their interests, and 
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the subject to which they apply is one on which the 
Supreme Government itself shows signs of lukewarm- 
ness or divided counsels, it is not difficult to treat such 
orders with so much passive obstruction and indifference 
that they are very imperfectly executed. So it has 
been ^vith the orders regarding octroi duties. Matters 
are undoubtedly better than they were, but they are 
still far from satisfactory. 

In 1879 the Government of Lord Lytton came to the 
conclusion that the only way by which a complete 
remedy for existing evils could certainly be found Avas 
by legislation, placing on aU local authorities obligations 
impossible to be disregarded, which Avould prevent these 
duties operating as transit duties, or interfering Avith 
the general interests of trade, and which would guard 
against collision with imperial taxation, or with the 
general principles of our commercial policy. A Bill 
was accordingly introduced into tlie Legislative Council 
by Sir John Strachey for these purposes. The Secretary 
of State, however, doubted the necessity of legislating 
on the subject, not because he in any way differed 
from the conclusions of the Government of India, or 
from any want of sympathy with the objects in view, 
cm the importance of Avhich he had often strongly in- 
sisted, but because it seemed to him that the Govern- 
ment of India would be able, by its executive authority, 
to accomphsh everything that was required. It may 
be doubted, judging from former experience, whether 
this expectation avUI be fulfilled ; but it is hoped that 
the Government of India will be more in earnest and 
more successful in the future than it has been in the past. 

Whatever measures, legislative or executive, be 
adopted, the necessity for reform in regard to this 
matter is obvious and pressing. The foUoAving extract 



ABUSES OP OCTROI DUTIES. 


333 


from Sir John Strachey’s speech, on introducing his 
Bill in 1879, will show the condition of things that has 
to be dealt with : ^ — 

^ I will first refer to representations which have been made 
from time to time by the Bombay Chamber of Commerce, a 
body which has always taken a most enlightened view of this 
whole question, and which has repeatedly pressed on the Govern- 
ment (I wish their representations had had the success they 
deserved) the necessity for reform. 

‘ In an address presented to your Excellency by the Bombay 
Chamber of Commerce in December, 1876, the Chamber made 
the following remarks : — 

‘ “ In the year 1875 the Chamber instituted an enquiry into 
the nature and extent of the transit and town duties levied by 
municipalities in the interior of this Presidency. The results 
of this enquiry induced the Chamber to urge upon His Excel- 
lency the Governor of Bombay in Council the expediency of 
abolishing, in all municipalities of the Presidency, all transit 
duties and all town^duties having the character of transit duties, 
and of confining town duties, in accordance with the principles 
of municipal taxation defined by the Government of India in 
its Resolution dated 15th November, 1868, to a few articles of 
^ocal consumption, such as ghee, firewood, fruit, vegetables, 
fowls, eggs, and animals for slaughter, which did not enter into 
the general trade of the country. The Chamber, in its repre- 
sentation to the Government of Bombay, showed that transit 
duties in their native form were levied in Karachi, Broach, and 
Surat ; that in nearly every municipality in the mufassil, the 
town duties levied were converted into transit duties by the 
stringent and illiberal nature of the rules under which refunds 
were granted ; and that the duties levied by certain municipal- 
ities on certain articles were very high. In Karachi, for 
instance, the town duty on wheat was 2^ to 3 per cent., and on 
wool 1 to 1 J per cent., of the value ; in Surat, the town duty 
on yarn was about 3 to 3J per cent., and on copper 5 per 
cent., in either case about the same as the imperial customs 
duty; while in AhmadAbAd the town duty on yarn was no 

* Speech in Legislative Council, November 14, 1879. 
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less than 6^ per cent., or nearly twice the imperial customs 
duty. 

‘ “ The town duty levied on yam imported into AhmaddbAd 
is particularly objectionable. It is, we believe, quite understood 
to be a protective duty in favour of the two mills in that town 
against other yarn, whether of English or of Indian manufac- 
ture : and constituted as the mufassil municipalities of this 
Presidency are, it illustrates the necessity of the strictest vigi- 
lance on the part of the Government with respect to the rate 
and incidence of every tax imposed by these municipalities. 
The town duty levied on yarn brought into Surat is open to 
similar objections, and we have mentioned a few instances in 
which the town duties in other places are much too high. We 
eiirnestly hope that Your Lordship will order an immediate re- 
vision of all the taxes imposed by the municipalities of this 
Presidency to be made, abolishing all transit duties, and all 
town duties having the character of transit duties, or which 
have a protective effect, and reducing those which are high, or 
press heavily on any article.” 

‘ Again, on the 14th March, 1878, the Jlombay Chamber of 
Commerce addressed the Government. It said : — 

‘ ‘‘ It is, we believe, universally accepted that the great piin- 
ciples of an octroi duty are that it should be small, and that it 
should never be allowed to operate as a transit duty. Yet in 
numerous instances, whether the articles have already borne 
customs duty or not, the taxes levied, under the name of octroi, 
by district municipalities, are excessive, while the refusal to 
grant: refunds when the articles are re-exported, or the limita- 
tions or restrictions imposed on the granting of refunds, have 
the effect of converting the town duties paid into transit 
duties.” 

‘ The Chamber then gave a list of cases in illustration of that 
statement, and they added : — 

^ Numerous other instances could be furnished, but the 
Chamber has reason to believe that in almost every city and 
town municipality throughout the Presidency, excessive duties 
are levied, and on articles on which no municipality should 
have any right to levy a duty. It has, however, been specially 
brought to the Chamber’s notice that at Barsi very heavy 
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taxes have been levied on machinery erected there, and that at 
Viramgaum a duty of 4 per cent, was levied on hoop-iron sent 
there for the purpose of binding bales of cotton, and no refund 
was allowed. At Wadwan no duties appear to be charged on 
articles entering the town, but iron or similar articles cannot 
come out of it without being taxed at the rate of about 10 per 
cent. : a duty of Es. 600 would be levied on the removal of an 
old cotton press. Other impositions, and of a similar character, 
are, it has come to the knowledge of the Chamber, levied in 
many parts of the Presidency.” 

‘ I have quoted these passages only as illustrations of what is 
liable to occur at the i)resent time, and of things that, at any 
rate, were actually occurring only a short time ago. I do not 
say that in these particular instances the state of things thus 
described now prevails. The Government of Bombay, since 
Sir Eichard Temple has been in Bombay, has been j)aying great 
attention to this subject, both in that Presidency and in Sindh, 
and I believe that things are much better than they were. But 
although, as I say, I only give these as illustrations, it is im- 
possible to doubt that a more or less similar state of things 
exists in many places w’here octroi duties are levied. One of 
the inr)st preposterous illustrations of this system was to be 
found not long ago at Karachi. Karachi, as we all know, has 
been — and we hope it will be a great deal more in the future — 
one of the chief j)orts for the export to Europe of Indian jiro- 
duce. One of the great staples of the country, which has its 
outlet towards the sea at Kardchi, is wheat, and with the object 
of removing all obstacles to the growth of this most importjyit 
trade, the duty on the export of wheat was everywhere abolished 
by the Government of India. Two years ago, it was found by 
the Government of India that one of the very largest sources of 
municipal revenue at Kardchi was an octroi duty (levied at the 
railway station, and on goods which never came within muni- 
cipal limits, but were shipped directly from the station) at the 
rate of from 2^ to 3 per cent, on all the wheat brought down 
from the Punjdb and Sindh for exjioit to Europe. I think no 
terms can be too strong in reprobation of such a state of things. 
It has now happily ceased ; a better system has been introduced 
in spite of the strong protests of the municipality of Karachi, 
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which naturally liked very much having its local wants supplied 
at the expense of other people. This is, of course, an extreme 
* case, and I do not mean to say that such cases are common ; 
but, nevertheless, it is an illustration of what has been going on. 

‘ Now, if such things be allowed,* it is really useless for the 
Government of India to attempt to establish proper principles 
of commercial,legislation, and it may save itself the trouble of 
trying to reform its customs tariff ; for when we have taken off 
duties and carried out the principles of free trade, at a serious 
loss perhaps to the imperial revenue, traders and manufacturers 
may find that, after all, they are no better off than before, and 
that heavier burdens than those from which they have been 
relieved have been imposed or are maintained by local munici- 
palities for local purposes. 

‘ We are often told that the great merit of taxation of this 
kind is that it is popular; that the people have long been 
familiar with it ; and that it is inexpedient to force municipal- 
ities to substitute unpopular taxation for im])Osts that are not 
practically felt by the people. Now, up to a certain point, this 
is perfectly true. The Government of India has no desire to 
embark in any general crusade against octroi duties. It has 
not objected to octroi duties when they are properly managed. 
Going back to the principles laid down in 1868 by the Govern- 
ment of India, from which, in regard to this matter, there has 
since been no departure, it was said : — 

‘ If these principles be strictly acted upon, and the duties 
be moderate in amount, the Governor-General in Council is of 
opinion that there is in many parts of India nothing objection- 
able in this system of taxation for local purposes. In wealthy 
communities like those of Europe, it may be admitted that the 
balance of argument is in favour of raising municipal revenues 
by direct taxation only, and leaving the local trade entirely 
free. But in so poor a country as India, it will, in the judg- 
ment of the Governor-General in Council, be more commonly 
the best course to combine direct with indirect taxation ; for 
by this means alone can a sufficiently broad base be secured for 
raising a sufficient income without undue pressure on indivi- 
duals. So long as octroi duties on grain and other articles of 
consumption are kept at a moderate rate, they do not injuriously 
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affect small retail transactions with which the poorer classes are 
mainly concerned. That such duties are commonly far more^ 
popular in India than any direct taxation is a strong argument 
in their favour, and the prejudice against them, founded on the 
common practice of England, should not be allowed to prevent 
their introduction under suitable limitations where there is 
reason to think that the general feeling would b5 to prefer them' 
to other forms of taxation.” 

‘ The Grovemment of India still holds this view. It makes 
no objection to octroi duties so long as they are properly regu- 
lated, but it refuses to allow them to become taxes on the 
general trade of the country. With reference to the question 
of their popularity, I may add that it often happens that the 
greater the popularity of those taxes the more objectionable 
they are, for often in practice this i)opularity — as in the case I 
have just given of Karachi — only means that the peoj^le of the 
town have managed to provide for their own local wants without 
placing any burden on themselves ; that they have transferred 
their own proper burdens to the shoulders of other people, and 
thus the popularity of the tax leads sometimes to its being 
grossly abused.’ 

The foregoing remarks apply more especially to oc- 
troi duties stri(dly speaking, but it is understood that 
the system of levying tolls on vehicles and goods en- 
tering a town, in return for no services rendered^ as a 
source of municipal I’cveniie, has been carried in some 
parts of Southern India to an extent of which tlie 
Government of India was not aware wlien the Bill 
just mentioned was introduced, and to an extent which 
must certainly lead to the serious obstruction of trade. 

When it was decided that these evils were not to be 
remedied by legislation, furtlier executive orders were 
issued in tlie sense of tlie projiosed Bill. The subject, 
liowever, is one which, to secure any effectual reform, 
demands not oidy tlu* future* vigilaiH*(* of tin* (Tovern- 
iiieiit of India, but also ol those commercial interest 
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which are being injured to a far greater extent than 
they now suspect. It may seem, at first sight, a not 
very serious hardship that English piece goods, for ex- 
ample, which have paid nothing to the imperial customs, 
should pay a tax of per cent, on their value on 
entering a municipality. Every one, however, who 
knows anything of the operations of trade will be aware 
how mischievous a tax of even this small amount may 
be ; and when octroi duties become transit duties, they 
may be levied in half a dozen places before the goods 
reach their destination, so that the taxes actually paid 
from first to last may greatly exceed tlie maximum 
amount which is nominally chargeable. 



CIIAPTEK XVIIL 

WEIGHTS AND MEASURES. 


KBFOBM or WEIGHTS AND MEASTJKES NEEDED IN INTEREST OF TRADE — 
QUESTION HAS LONG ENGAGED ATTENTION — ENQUIRY IN 1867 — ITS 
RESULTS — CONDITION OP WEIGHTS AND MEASURES IN TARIOUS PRO- 
VINCES — TOTAL ABSENCE OF UNIFORMITY OR DEFINITE STANDARDS — 
REMEDIES PROPOSED — ADOPTION OF ENGLISH POUND AS UNIT OF WEIGHT 
REJECTED — REASONS FOR PREFERRING KILOGRAMME — ^NEARLY EQUAL TO 
ORDINARY INDIAN SEER — CONVENIENCE FOR FOREIGN TRADE — CONCLU- 
SION ACCEPTED BY SECRETARY OF STATE — ACT PASSED IN 1870 TO ESTA- 
BLISH METRICAL STANDARDS — MODIFIED IN 1871 SO AS TO EXTEND ONLY 
JO WEIGHTS AND MEASURES OF CAPACITY— ACT NOT BROUGHT INTO 
OPERATION BUT STILL IN FORCE — SERIOUS OBJECTIONS TO PRESENT 
ABSENCE OF PROPER STANDARDS. 

Among the reforms reqxiired in the interests of Indian 
, trade there is none more urgent than that of the 
weights and measures ; a reform which has been talked 
about for years, and the real necessity of which every 
one admits, but which cannot get itself accomplished. 
The powers of prejudice, and of those obstructions 
which meet every change however beneficial, have in 
this case proved too strong to be overcome up to the 
present time. Although future Goveriunents may find 
the subject as difficult to deal with as their pre- 
decessors have done, and although there seems little 
probability of immediate action, it may be useful to 
give some account of the conclusions which Jiave been 
accepted in principle, though to no practical effect, by 
the Government of India. 

For more than forty years this question of weights 
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and measures has, from time to time, engaged the 
attention of the Government. The need of reform was 
a matter on which there had, for many years past, 
been no diflerence of opinion. It was admitted on all 
hands that it would be difficult to exaggerate the in- 
convenience caused by the confusion and diversity of 
the existing weights and measures, or, what was still 
worse, the fraudulent practices from which the poorer 
classes are constantly snlTering, owing to tlie want of all 
proper standards by which the weights and measures of 
retail dealers can be tested and regulated. But it was 
not until 1867, when Lord LaAvrence was Viceroy, that it 
was seriously taken up Avith a determination to settle it. 

In tliat year a committee Avas formed to consider 
the subject, on the evidence from all ])arts ofllie country 
that had been collected for the purpose. The general 
condition of the Aveiglits and measures of India, as it 
then was and as it still is, AA^as thus described by General 
Strachey, aa’Iio had been nominatecl President of the 
Committee of Enquiry ; — 

‘ The diA’ersity among the weights and measures used in 
various parts of India i.s as great as is Avell possible. Through- 
out India the old standard of weight seems almost universally 
te have been the cuirent coin of the locality, and the multi- 
plicity of coinages has been, and is still, accompanied by an 
equal or e\'en greater multiplicity of weights. Not only do the 
weights vary from pi-ovince to province, but from tt)wn to town, 
and even within the same town or rural district. Different 
weights are used in A'arious trades in the sale of different com- 
modities, and in wholesale and retail transactions. 

‘ In Northern India the usual unit of weight is the tola, 
which is the weight of the current rupee. The seer is a given 
number of tolas, A'arying from 70 to 100. The man (by the 
English commonly called maund) is usually 40 seers. The 
rupee of Ihe British tTovemment weighs 180 gi-ains ; the seer 
of tlic British (ioverument being 80 tolas is lajua] to lbs. 
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avoirdupois, aud the Govenimeui luaiind is 82-5 lbs. avoirdupois, 
or lOOlbs, troy. Local seers and maunds vary on either side of 
21bs. avoirdupois and 80lbs. avoirdupois. 

‘ In Southern India the original unit of weight commonly 
used was the pagoda, a coin no longer current. The common 
seer was 80 pagodas, and was equivalent to 24 current rui)ees. 
Tlie maund of Southern India usually contains 40 such seers, 
and is eoinmonly divided into eight viss, or five seer weights, and 
40 pollums. The candi, of 20 maunds, is another weight in 
ordinary use. At Madras, the Government some years back 
(mdeavoured to (‘stal^lish a local system of weights, on the basis 
of the rupee weighing 180 grains. The seer was not acknow- 
ledged hi this system, but would be 0'6171b. The viss was 
3'0861bs. and the niauiid 24*6861bs. This system, however, 
never came into use. In practice the commercial maund in 
the town of Madras is taken at 2olbs. avoirdupois, and the 
\iss and candi are modified accordingly; but beyond the muni- 
cipal limits other weights are used. 

‘ The weight, in common use in Burma is called viss also ; it 
is 3’65 lbs. and is subdivided into 100 ticals, each of 252 
grains. 

‘ In Guzerat a seer of 40 local rupees weight, a maund of 
*' 40 such seers, and a candi of 20 maunds are the common 
weights. These maunds \ary from 37 to 441bs., and the seers 
are about lib. 

‘At Bombay the old seer was about 10 or 12 ounces avoir- 
dui)ois, being reckoned equal to 30 pice (copper coins). T,he 
maund being 40 such seers is nearly 281bs., at which it is now 
commonly reckoned. This maund is the usual one also on the 
Malabar coast, south of Bombay ; but the seer is the Madras 
one of 24 rupees weight, so that the maund consists of 46 to 
48 seers instead of 40. At Bombay and in the Deccan the sub- 
division of the seer is into 72 parts, called tank. The Deccan 
seer is commonly 80 local rupees, or about 21bs. The maund 
varies greatly. In the Deccan the weights seem to merge 
into the Madras system on one side, and into the systems of 
Malwa and Northern India on the other. The candi, at 
Bombay and the neighbouring commercial centres, varies for 
almost each separate article of merchandise. 
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‘ Measures of capacity are hardly known in Northern India. 
In Bengal and Southern India they are more frequently used, 
and, as a rule, are intended to be equivalent to certain deter- 
minate weights of grain. In Burma grain is universally sold 
by measure. There is, however, such great variety among 
measures bearing the same name that it would be useless to 
refer to them in detail. No liquid measures are believed to 
exist anywhere. 

‘The usual lineal measures are the cubit, or hdth, and the 
yard, or gaz, the latter being divided in North India into 16 
girahs or 24 tassus. The hdth varies from 14 to 20 inches, the 
gaz from 28 to 40 inches. Thirty-three inches is the length 
assumed for the gaz in fixing the official land measures in the 
North-Western Provinces. The coss is now sometimes taken 
to be 4,000 gaz, ahout 2^ miles, and sometimes half that dis- 
tance ; but 5,000 gaz, equal to about 4,500 yards, or 24 miles, 
would seem to have been the old coss of North-Western India. 

‘ Measures of area are commonly based on the h^th or gaz, 
but vary so exceedingly from one district to another that no 
general account can be given of them. Frequently the de- 
nomination of the land measures is the same as that of the 
grain measures, it being understood that the quantity of gi-ain 
in a given measure will sow the area of land having the same ^ 
name. It is common in Southern India to find the land mea- 
sure of the same name differ considerably, according as the 
crops are irrigated or unirrigated. For all Government ])ur- 
poses the English acre has now almost universally been adopted, 
and the revenue records are, I believe, almost everywhere drawn 
out on this basis, though the local measurement is at the same 
time still recognised. 

‘ The immediate conclusion forced upon us, on a review of 
such a condition of things, is, that to establish uniformity it 
would be necessary to set aside what may practically be said to 
be the whole of the existing weights and measures of all sorts.’ ^ 

The Committee of Enquiry were not able to agree 
on the course to be recommended to the Government, 

* Jh'oposalsi relating to the Introduction of rmo Standards of Weight and 
Measure in British India j by Colonel Stracbey. October, 1867. 
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and alternative plans were proposed for remedying the 
existing evils by establishing a uniform system of 
weights and measures. Tlie first of these proposals 
was based on the assumption that it was desirable to 
assimilate the Indian system to that of England, and 
tlie plan whicli received most favour among those wlio 
held this view was to take the English pound as the 
new unit of weight. The second proposal advocated 
the adoption of a new unit which should approximate, 
as closely as jiossible, to the existing Indian seer, the 
most generally known of all Indian weights. The 
average weight of the seer had been ascertained by 
enquii'ies all over Lidia to be about 2ilbs. avoirdupois. 
This being almost exactly the equivalent of the kilo- 
gramme of the metric system now in force throughout 
the whole of civilised Europe, with the exception of 
England, it ivas proposed that a seer of this value, or 
2-2051bs., should be the basis of the new Indian system. 

Although in deciding between two proposals of 
this' description reasons of a theoretical or scientific 
character coidd not be disregarded, yet Lord Lawrence 
wisely insisted that it was essential tliat our conclusion 
should be based exclusively on a consideration t)f the 
convenience of the people of India, and that we 4re 
bound to select a system which shall be in all respects 
thoroughly and permanently convenient to them.^ 

The decision of the Government was communicated 
to the Secretary of State in these terms : — 

‘We are of opinion that the adoption of the English system 
of weights is not advisable. Neither the English pound, nor 
any multiple of it, can be a convenient unit of weight for India. 
It has been almost universally admitted that the new unit should 

* Despatch from the Government of India to the Secretary of State, 
dated Novemher 6, 1868. 
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approximate to the existing Indian seer, the average weight of 
which is abont 2Jlbs. To reduce the seer to 21bs. would be 
extremely unpopular and objectionable. On the other hand, 
the kilogramme of the metric system, which weighs 2*2051bs., 
at once provides a seer, which would certainly be as acceptable 
to the people as any that could be chosen. Further, we con- 
sider that on account of its simplicity and its symmetrical 
form, the metric system of weight, in its integrity, will be more 
convenient for India than any other. While it will be perfectly 
suitable for the internal wants of India, it will be in harmony 
with the system which has been already adopted in the greater 
part of the cmlised world, and which may ultimately be adopted 
by England herself. In any case it will be more convenient for 
commercial transactions between England and India than any 
other system not really commensurable with that of England.’ 

The following is a summaiy of the reasons which led 
Lord Lawrence’s Government to these conclusions. 

The only system of weights recognised by the 
Government, but never generally introduced for trade 
purposes, was created by Kegulation ^T!!. of 1833, a law 
which in fact served only as a basis for the currency. 
It adopted as the standard unit, the tola, equal in 
weight to the rupee, or 180 grains ; the seer was 
declared to consist of eighty tolas, and the maund of 
forty oeers. Thus tlie seer was commensurable only 
with the troy pound, and was equal to 2^1bs. avoir- 
dupois, and the maund was equal to 82|^lbs. avoirdupois, 
or lOOlbs. troy. 

Although these weights, being the only ones recog- 
nised or defined by any Indian law, were to some extent 
introduced in Government transactions, and adopted in 
towns containing a large English community, no serious 
attempt was ever made to bring the system into use in 
the country at large, and it has never been generally 
known or used. The seer of 80 tolas was incon- 
veniently less than the weights of that name in use in 
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the country at large, and there can be no doubt that 
this insufiBcient weight of the Government seer is one 
of the main reasons which have made it disliked by the 
people, and whicli have prevented it from being more 
commonly adopted.* The s)’stem, which from an Indian 
point of view had little to recommend it, was, as 
General Strachey wrote in 18(17, in its relation to 
English commerce inconvenient in the extreme. It is 
founded on troy weights, which are only used for the 
sale of drugs in retail, and of gold and silver, and it 
has no exact equivalent in avoirdupois weight, which 
is exclusively used in commercial transactions. For 
tliese reasons tlie universal adoption of this system did 
not seem desirable. 

No reasonable person would propose to adopt in 
India the Englisli system in its integrity. Every one, 
even in England itself, has always admitted that the 
English system of weights and measures is, in itself, 
most complicated and inconvenient, and that the only 
• reasons that can be given for maintaining it are that 
the unit (the pound) has been clearly defined, that 
the system has existed for centuries, and that the 
people of England have become accustomed to it. . Any 
proposition to impose such a system on India would 
deserve no discussion. 

A proposal which met with much favour, however, 


' In the debate on this subject in the Legislative Council on September 6, 
1871, the Lieutenant-Governor of Bengal, Sir George Campbell, said, with 
regard to the impropriety of calculating the seer at 21bs. avoirdupois, 
that ' he remembered in Lucknow serious discontent being caused by the 
introduction of a seer which ’weighed only 21bs. The local seer weighed a 
fraction over that amount. The dealers took advantage of the fact of a new 
seer being introduced, and charged the same price for the new seer as they 
had for the old, and so got the advantage of the difference between the two 
seers. Every purchaser accordingly found himself mulcted to a corre- 
sponding amount, and serious dissatisfaction resulted.’ 
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was the adoption of the English pound as the new unit 
of weight, without the rest of the English system. Two 
pounds avoirdupois would then make a seer. 

The objections to this plan were considered by 
Lord Lawrence’s Government to be decisive. For, in 
the first place, the pound, although nominally the unit 
of English weight, is not conveniently commensurable 
with the ordinary weights used in wholesale dealings, 
with which alone external commerce is concerned. We 
cannot assimilate the Indian weights to the ton and the 
hundredweight, the commercial weights of England, by 
any scheme which takes the English pound as its unit. 
To establish in India a system in harmony with the 
system of weights in use in commercial transactions 
between the two countries, we must take the ton and 
not the pound for our starting point. Furtlier, the 
adoption of the pound as the unit of weight would be 
inconvenient to the people of India in their internal 
transactions, the seer of 21bs. being much smaller 
than the seer in common use. It cannot be said that ' 
the general belief of purchasers, that loss is entailed 
upon them by a diminution in the standard of weight, 
is meuely fanciful. That belief is really an expression 
of The fact that prices often depend not only upon com- 
petition but on custom. 

By adopting for the new unit a seer equal to the 
kilogramme, or 2-20olbs., a weight was obtained which 
differed” little from the thousandth part of a ton, and 
the fiftieth part of the hundredweight, while it approxi- 
mated well with the average Indian seer. 

These views were otherwise supported in a minute ^ 

* This quotation is taken from a minute dated August 4, 1868, with 
which Sir Henry Maine expressed his concurrence * on all points ; * and the 
conclusions stated in it, so far as they referred to weights, were entirely 
accepted by Lord Lawrence. 
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written by Sir John Strachey, from which the following 
extracts are taken : — 

‘There can be little doubt that, in the interests of the 
people of India, tlie best unit of weight to adopt would be a 
seer weighing about 2^1bs, avoirdupois. Such a seer would be 
almost identical with the kilogramme of the metric system, 
which weighs 2'2051bs. All the advantages therefore which 
may be claimed for a seer weighing 2'241bs., or the thousandth 
part of an English ton, as the unit of retail trade in India, 
belong equally to the kilogramme. The difference between the 
two is little more than half an ounce, or 1^ per cent., a quan- 
tity that, with ordinary scales and weights, and in the ordinary 
transactions of life, is hardly appreciable. So far as the unit of 
vreight is concerned, it may be confidently affirmed that, for the 
purj)oses of retail trade, no value more generally convenient to 
the people of India, or more popular, could be given to the seer 
than the value of the kilogramme. 

‘ It remains to consider the interests of the wholesale and 
extenial trade of India. 

‘ If we were 1 o look only to the present, we should come to 
the conclusion that the most convenient plan would be to take 
^the English ton as the basis of our system, in the manner 
already suggested. But we must not look only to the present. 
In the interest of the people of this country it would, as 
Colond Strachey has urged very forcibly, be altogether unjusti- 
fiable to make any organic change in the weights of Jndia, 
unless we are satisfied that it will be virtually final, and that 
there is no probability that further organic changes will be 
required hereafter. 

‘It therefore becomes necessary to take into consideration 
the probabilities of England abandoning its existing weights, 
and ultimately adopting the metric system. 

‘ Every country in civilised Europe has to a greater or less 
extent gone through the same process which we seem to be now 
going through in England. The first feeling which has every- 
where j)revailed has been one of absolute and universal hostility 
to the introduction of any new system of weights and measures 
having its origin in a foreign country, however inconvenient the 
existing system may be. The next step has been that men of 
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science have come generally to the conclusion lhat the metric 
system ought to be adopted. Then, after, for the most part, a 
long interval, the leading men of the commercial classes have 
said the same. Opinions in favour of the change have gone on 
gradually but constantly spreading, until at last the change has 
been, with more or less completeness, actually made. England 
will apparently be, before long, the only country in the civilised 
world which will not have assimilated its weights and measures 
to those of the metric system. It is shown by these papers 
that this system has been adopted in its integrity by Erance, 
Belgium, Holland, Italy, the Papal States, Spain, Portugal, 
Greece, Brazil, and the South American Kepublics ; and tliat 
Austria, the Southern States of Geraiany, Switzerland, Sweden, 
Norway, and Denmark have adopted it in part. Even during the 
last few months, progress in the same direction has been going 
on. We have lately learned that Prussia and the whole of the 
States of the North German Confederation have, by a law 
passed by their parliament, adopted the metric system without 
modification, and that it will be brought into compulsory use 
from the commencement of the year 1872, and optionally from 
1870. Considering the dislike which at the present time pre- 
vails throughout Germany towards everything that is French, 
there can be no more remarkable instance than this of the 
irresistible progress of the conviction that the metric system is 
the only system suitable to the wants of a civilised nation. . . . 
When we see what is going on in all parts of the civilised world 
to\yard^ bringing about conformity of weights and measures and 
coinage ; when we see how much progress has actually been 
made ; and when we consider the unanimity of men of science 
upon this subject in all countries (for, in spite of a few great 
English names that may be quoted in support of other opinions, 
this unanimity really prevails), it seems impossible to believe 
that England, whose system of weights and measures is pro- 
bably as inconvenient as any existing in the world, will remain 
permanently content to leave matters as they are. . . . The 
metrical system has the great j)ractical advantage of being based 
on proper scientific principles, of being the only such system 
actually in use, and of being in operation, at least partially, over 
the most advanced part of Continental Europe. These advan- 
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tages are such as to satisfy me that it will never have any real 
competitor when the day for change has come. The true im- 
portance of international uniformity in these things is at last 
beginning to be i)roper]y estimated, and the movement which 
has commenced in its favour cannot cease until it has been suc- 
cessful. ... If the ultimate adoption by England of the metric 
system is inevitable, it would be altogether wrong to force 
India to adopt the existing English system. Even if my anti- 
cipations be thought too strong, and the probabilities of the 
introduction into England of the metrical system be really far 
more remote than I suppose, it can hardly be said that they 
are so remote that it would be reasonable to leave them out of 
consideration. It woidd be better to do nothing at all, and to 
let the weights and measures of India remain in their present 
state of confusion, than to run the risk of having, at some future 
time, to go through the process of altering them again. 

^ If we take the kilogramme for our unit of weight, we may 
be sat isfied that we are laying the foundation of a system which 
will be })erfectly convenient for the internal wants of India; 
which will be in harmony with that of the greater part of the 
(dvilised world ; which will probably be eventually adopted by 
England he^’self ; and which in any case will be more conve- 
nient for the transactions between England and India than any 
other system can be which is not really commensurable wdth 
tl\at of England. A very large and increasing part of English 
commerce is with nations using the metric weights, and this 
system is thcj’efore necessarily familiar to all English mei^*hants. 
To extend it to the Indian trade w^ould be attended with less 
annoyance than to introduce any altogether new system. . . . 

‘ The question may perhaps be raised whether it would not 
be better to defer any action until all doubt has been removed 
as to the course that England wall pursue. Now the adoption 
in India of the existing English system being out of the ques- 
tion, the practical issue thus raised is the following ; — 

^ First , whether India should at once take as the basis of her 
weights the metric system, which she might do with complete 
internal convenience; with a reasonable expectation that 
England herself will before long adoi)t it also ; and with the 
kn»»wl(‘de-e that its ii it induct ion int«> India will in no wav cause 
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inconvenience in commercial transactions with England greater 
than that which exists already ; or — 

* Secondly, whether all reform should be delayed for an 
indefinite period, with a view to India shaping its course in 
conformity with that which England may ultimately adopt. 
The urgency for the removal of the evils of the present state of 
things in India — evils universally acknowledged to be real and 
serious — has to be balanced against the possible inconvenience 
that may be caused by a future difference in the system of 
weights in India and in England. This difference would 
certainly never be greater than that which has always existed, 
and which now exists, and in all probability it might before 
long entirely cease. 

‘ The conclusion is eas}" that delay should not be permitted 
for such a reason. It is certain that the longer we delay in 
laying the foundation of a uniform system, the greater will 
be the difficulties with which we shall have to deal. The evils 
which result from the present state of things must necessarily 
be felt more and more with the improvement of the means of 
communication, and with the progress of the country in wealth, 
education, and civilisation. It is easier to make the commence- 
ment of a change now than it will be hereafter, when fresh in- 
terests have grovrn up, and when the power and inclination to 
create opposition to the introduction of any new system will 
have become far stronger than they now are.’ 

For these reasons Lord Lawrence’s Government 
reported its conclusion to the Secretary of State that 
‘ the new unit of weight should be a seer equal to the 
kilogramme, or 2*2051bs. avoirdupois.’ ^ The conclu- 
sion was approved by the Duke of Argyll, who was then 
Secretary of State, and in 1870 an Act was passed to 
give it the force of law. Lord Mayo was then Viceroy, 
and the Legislative Council had the advantage of the pre- 
sence of commercial members of mucli eminence. The 
measure received the warm approval of Lord Mayo, and 
it was passed by the Council without a dissentient voice. 

* Despatch to Secretary of State, dated November 6, 1808, 
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It had been agreed by the Government of Lord 
Lawrence and by the Secretary of State that it was 
expedient, in the first instance, to deal with weights 
only, and not with measures of length, the latter being 
a subject of less urgency. It was, however, thought 
desirable by Lord Mayo’s Government, partly for tech- 
nical reasons, to take the opportunity of also defining 
in the new law the standard of length, on which, under 
the metrical system, the unit of weight depends. The 
metre was declared to be the official unit of length, 
because it was ai)parent that the unit of weight being 
til at of the metric system, the unit of length must almost 
of necessity follow the same system. The Secretary of 
State, however, thought that the original conclusion 
was the better ; that no reference to measures of length 
sin nkl be made in the Act ; and he thought also that 
certain sections containing compulsory powers in regard 
to weights went further than was desirable. A new 
Jhll was, therefore, introduced by Sir James Stephen, 
containing the modifications which the Secretary of 
State desired, and it became law as ‘ the Indian Weights 
and Measures of Capacity Act, 1871.’ 

Tiie Kegulation of 1833 having been repealed as 
obsolete, the Act of 1871 is the only law on the subject 
actually in force in British India. Its principal pro- 
visions are as follows. It declares that ‘ it is expedient 
to provide for the ultimate adoption of a uniform 
system of weights and measures of capacity throughout 
British India ; ’ that the primary standard of weight 
shall be a seer, equal to the French kilogramme ; that 
the unit of weight shall be the seer, and the unit of 
measures of capacity a measure containing one seer of 
water ; that other weights and measures of capacity 
may be authorised by the Governor-General in Council, 
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subject to the condition that they must be integral 
multiples or sub-divisions of the prescribed units ; that 
proper standards and sets of weights and measures of 
capacity are to be provided for use in the various dis- 
tricts. The Act then declares, with various provisions 
which need not be quoted, regarding the appointment 
of warders, the verification of local standards, and 
other matters, that whenever the Governor-General in 
Council considers that proper weights and measures of 
capacity have been made available, he may order tliat, 
after a fixed date, all or any of such weights and 
measures shall be used in dealings and contracts by 
any Government office, or municipahty, or railway 
company. 

This last provision defines the only power given to 
the Government for carrying the ncAv Ihav into effect. 
It was from the first decided by Lord Lawrence, and 
the decision Avas never altered, tliat the neAv system 
ought not, in regard to private trade and dealings, to 
be forced upon any class of the ])ublic, until that class 
was prepared to receive it Avitli approval. Whatever 
new system might be adopted, this Avould be equally 
expedient. It is visionary to suppose that eveu if the 
Government Avere inclined to do anything so foolish, it 
could force upon the people of India, Avi thin any definite 
period, the adoption of any new system of weights and 
measures. The views of Lord LaAvrence’s Government 
in regard to the steps to be actually taken were ex- 
plained as follows in the minute already quoted : — 

‘All who have studied the subject have agreed that the 
proper way of beginning the introduction of any new system 
■would be to adoyit it in all Goveminent and municij)al deyiart- 
jnenls, and i>n the raihvays. When we consider the tnanuer in 
which India is itcing covered with a network of railways and 
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canals, which will carry an enormous proportion of the trade of 
the country ; and when we remember the magnitude of the 
operation of the Grovernment in the Public Works, the Commis- 
sariat, the Post Office, the Customs, and in other departments, 
it is reasonable to anticipate that, in a not very distant future, 
the country would have become so far accustomed to^ the new 
units, that the measures necessary for their general introduction 
could no longer be properly called compulsory. I believe that 
it may be confidently said that not many years would elapse 
before this would be true at least of the whole.sale traders in all 
of the richest parts of India, and that they would gradually, for 
their own convenience, adopt the new system almost without 
pressure on the part of Grovernment. When the wholesale 
traders had become accustomed to the change, its gradual 
introduction into the operations of retail trade would be at- 
tended with comparatively little difficulty.’ 

In pursuance of this plan of proceeding, Lord Mayo 
opened coinniunicatious on behalf of the Government 
wil ji the principal railway companies. The East Indian 
and some other companies had gone so far as to alter 
their weighing machines to make them suitable to the 
neiv system, and Lord Mayo confidently exjiected to see 
the first steps <oAvards this reform, in which lie had 
taken a great interest, successfully carried out. After 
his death a stop was put to further proceedings,* and 
although from tune to time attempts have been made 
to renew them, they have always, through various 
causes, come to nothing, and matters remain in the 
same unsatisfactory condition in which they were 
found by Lord Lawrence fifteen years ago. We must 
be satisfied, for the present, with the knowledge that 
it is something even to have failed in the accomplisli- 
ment ol‘ a wise undertaking, when the failure may 
help to prepare the way for success hereafter. 

It need only be said further that the existing absence 
of aU recognised legal standards of weights and measures 

A A 
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in India is not merely extremely inconvenient and ob- 
jectionable for trade purposes, and conducive to frau- 
dulent transactions among an ignorant population, but 
also is most mischievous in relation to the collection 
of trustworthy statistics of any kind. It is to be hoped 
that a more intelligent view of this really important 
subject may before long prevail, and lead to the adop- 
tion in practice of the system which, having been 
authorised by the law, only requires the action of the 
Government in the manner that has been indicated to 
bring it into early general use. It may confidently be 
asserted that the acceptance of a sound and uniform 
system of commercial weights and measures would be 
hardly less important and valuable to India than was 
the adoption of a uniform system of currency. Tlie 
public inconvenience and injury caused by the neglect 
of this matter have gone on far too long, and must 
continue to increase as the country becomes richer and 
trade more active. 
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There seems, as already explained, no present cause 
for anticipating that it will become necessary to impose 
upon the country any new or onerous taxation. On 
the contrary, there is every reason for believing that we 
shall continue to see a steady improvement in the finances, 
and a diminution of the public burdens ; provided always 
that we continue to improve the administration pf the 
existing sources of revenue ; that we spare no effol*ts 
in developing the immense natural resources of the 
country ; and refuse to listen, both to those who tell us 
that India cannot aflbrd to provide herself with rail- 
ways and canals, and the other machinery without 
which it is impossible she should be really ])rosperous, 
and to those who, under the name of promoting indepen- 
dent enterprise, desire to divert to foreign capitalists 
the profits of such undertakings, which should become 
one of the most important sources of the national wealtli. 
It may nevertheless be useful, independently of any 

A A 2 
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questions of present or futni'e financial necessity, to 
place on record some account of the schemes by which 
it has, at various times, been suggested that the 
revenues might be improved by fresh taxation, for it is 
an obvious defect of the Indian financial system that 
tlie productive sources of taxation are so few. This 
defect is one of the inevitable consequences of the 
monotonous and primitive conditions of Indian social 
life and industry, and of the comparative poverty of 
the people, but it is, at the same time, an element of 
financial weakness which it is Avise to bear in mind 
and, from time to time, to remedy, so far as this is 
possible without falhng into the far worse evil of 
worrying and alarming the people with new and un- 
necessary imposts. 

But although neAv forms of taxation may be difficult 
to devise, it would be a great error to suppose that 
the limits of possible taxation have been nearly reached 
in India. The countiy is, beyond a doubt, one of the 
most lightly taxed in the world, and there is not only, 
no foundation for the assertion that taxation has of 
late years been increasing, but, on the contrary, it has 
positively been reduced. It may be added, that whether 
we look to the incidence of the laud revenue, or to 
the total burdens imposed on the peojfie, there is 
certainly no considerable native state in India where 
the taxation is so light as it is in our own territories ; 
and this relative advantage must in most places be 
much increased by the greatly improved means of com- 
munication, and the greater freedom and expansion of 
trade in the British provinces. 

It would undoubtedly be possible, therefore, to 
increase largely the income of the State without serious 
injury to the industry of the country, and without 
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political danger, in the event of any great financial 
emergency ; such, for instance, as might conceivably, 
though most improbably, arise if we were suddenly to 
lose the greater part of our opium revenue, or if the 
difficulties caused by the fall in the value of silver in 
relation to gold should attain very alarming dimensions. 

RatenonLand . — Among possible sources of additional 
revenue the fii’st to be considered is the Land ; and 
if circumstances should arise in which the application of 
heroic remedies became not only justifiable but neces- 
sary, there can be little doubt, if regard be had to the 
true interests and reasonable wishes of India herself, that 
one s(/iirce from which those remedies would, in part 
at least, be drawn is the land of Bengal. 

Nearly ninety years ago Lord Cornwalhs carried out 
the permanent settlement of Bengal. 

It is not overstating the facts to say that, in conse- 
quence of tliis settlement, which has been well described 
as ‘ one of the most unfortunate but best-intentioned 
plans that ever ruined a country,’ ' at least 3,000, OOOZ. 
of revenue is lost every year with no compensating ad- 
vantage. 

According to the official returns the total rental of 
Bengal at the present time is more than 13,000,000/., 
and it is certain that the actual rental exceeds rather 
than falls short of this sum. If land revenue were paid 
at the rate prevaihng in those provinces of Northern 
India where the assessment is universally admitted to 
be light, the amount yielded by it in Bengal would be 
at least 6,500,000/., while a settlement made on the 
system followed in the most prosperous parts of the 
Bombay presidency would yield a very much larger 
amount. The actual land revenue of Bengal being 


^ Niebulir, (quoted by Mr, O^Kinealy, 
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only 3,700,000^., it is a moderate computation, and 
one really much below the mark, to say that we are 
now losing 3,000,000^. a year from this cause. 

The time wiU inevitably come when the intelligent 
portion of the community in the rest of India will ap- 
preciate the fact that, in consequence of an arrangement 
ignorantly made nearly a century ago, the richest class 
in the richest province of the Empire bears far less 
than its just share of the public burdens ; that the other 
provinces, all of them comparatively poor in natural 
resources, are therefore paying several millions a year 
of taxation from which they would otherwise be exempt, 
and that, what they lose from this arrangement, the 
people of Bengal do not gain. When this is understood 
and admitted, except by the zemindars, in Bengal itself, 
the application of the needful remedies will be an easier 
matter than it seems now. 

It must not be supposed, from what has thus been 
said, that it is desired in any way to deny or undervalue 
the moral obligation which rests upon us, of respecting ' 
the pledges given by Lord Cornwallis, at the permanent 
settlement, to the zemindars of Bengal. As Sir James 
Stephen has said in one of his admirable speeches : — 

‘ Those to whom we succeed, and whose policy laid 
the foundations of the power which we possess, deliber- 
ately gave to a large and influential class of the popula- 
tion, over which we exercise that power, a pledge on 
the faith of which relations have grown up which 
modify the whole framework of society. No one is more 
strongly impressed than I with the importance of scrupu- 
lously maintaining the pledges given at the period of the 
permanent settlement.’^ 

^ Speech in the Legislative Council, April 6, 1871. This opportunity 
ujay he taken of expressing the hope that Sir Janies Stephen will some day 
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But what we are bound to respect are the rights 
which were really bestowed upon the zemindars, and 
which they have lawfully enjoyed ; and if the condi- 
tions of the permanent settlement be altered to the 
detriment of the zemindars, just compensation must 
undoubtedly be given to them for the loss of such 
rights, not for the loss of that gain which has been 
wrongfully usurped, and to which their claims have 
never been admitted by the Government or the law. 

The pre])osterous claim of the zemindars, based on 
non-existent and imaginarj’^ stipulations in the permanent 
settlement, to be exempted for ever from all liability 
to every form of taxation, whether for general or local 
purposes, on their property in land, though still vehe- 
mently asserted by members of this class, have passed 
finally away from discussion by reasonable men. The 
last ten years have seen the imposition, with the full 
approval of every Lieutenant-Governor, every Viceroy, 
and every Secretary of State, of cesses upon the land 
in Bengal for local ;nid provincial purposes, yielding 
nearly 700 , 000 /. a year. If the example be wisely 
follo-"'^ed hereafter, the apifiication of heroic remedies, 
so far at least as merely financial considerations 
are concerned, may be avoided, however necessary 
they may be for other and possibly more important 
reasons. 

And to such reasons, though they lie beyond the 
strict limits of the present discussion, a sh<.u't reference 
must be made. The Report of the Commission recently 
appointed to consider the question of the amendment 
of the rent law in Bengal, which included some of the 


pve us the means of easy reference to his speeches and minutes, which are 
now scattered about in inaccessible places. They will be a storehouse of 
practical wisdom to ell interested in India, 



360 FINAjrCBS AND PUBLIC WORKS OF INDIA. 

ablest and most experienced men in the service of the 
Government of Bengal, and whose conclusions liave 
been generally accepted by that Government, furnishes 
a melancholy commentaiy on the condition of things 
which has grown up under the permanent settlement 
in this great province, containing nearly 70,000,000 of 
people, the vast majority of wliom are dependent on 
the land for their support. It Avould be out of ])lace to 
give here any opinion on tlie partic-ular remedial measures 
proposed. But there can be no doubt that if the views 
of the Commission Avere adopted, and the legislation 
whicli it advises were carried out, something hke a re- 
volution would be brought about in tlic relations l)etweeu 
the zemindars of Bengal and the cultivators of the soil, 
and in the social condition of tlie pj’ovince. It will not 
be without a long and arduous struggle tliat these ques- 
tions Avill receive even a partial solution. Meainvhile 
the bounty of nature happily countei’acts the folly and 
injustice of man, and Bengal cannot cease to be the 
richest and in some respects the most prosperous ])ro- 
vince of India, although a large proportion of her people 
are condemned to poverty Avhich, if justice had been 
done, ^hey would not noAv be suffering, and although a 
lai'ge proportion of her w^ealth has been uselessly throAvn 
away. 

The spirit of the views adopted to a great extent 
by the Commission may be gathered from the foDowing 
passage, quoted from a paper appended to the Keport 
by Mr. O’Kinealy, a distinguished officer of the province, 
and one of its members. The accuracy of his statements 
win doubtless be called in question by those who admire 
the permanent settlement and the existing system of 
landed tenure in Bengal, but they cannot be passed 
over in silence. 
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‘ The Grovemment revenue of the permanent settlement was 
about 2,858,000/., and eight-tenths of the gross rental. One- 
third of the land was waste, it is said. On these conditions, if 
the whole of Bengal had been under cultivation, the gross rental 
would be 4,764,000/. According to the report of the Board of 
Kevenue,it was in 1877 equal to 13,037,000/. In other words, 
the rates of rent which were intended to be fixed by the i)erma- 
nent settlement have been trebled, and the ryots are now being 
compelled to pay an excessive exaction of 8,273,000/. yearly. If 
this annuity be valued at twenty years’ purchase, it appears 
that we have depnved the cultivators of this enormous sum of 
165,000,000/., and given it to the zemindars, who still cry for 
more. What large portions of this enormous income are 
squandered by ^^mismanagement, extravagance, and want of 
self-resi raint ” may be gathered by a reference to the Report on 
Wards’ Estates for 1877-78 and other years. During the last 
few’ years the Government has s])ent crores on famine. Every 
Administration Report since 1873 dwells on the bad feeling ex- 
i.-ting, and the riots and murders which have occurred through 
disputes between landlords and tenants. An Act to prevent 
agrarian disturbances had to be passed, and a committee ap- 
pointed to en(|uire why the ryots in Behar had abandoned their 
holdings and fled to Nepal.’ 

The not uncommon supposition that nearly the whole 
of tliO land of Bengal is in the hands of a comparatively 
small number of very rich zemindars is, of course^ erro- 
neous. A great number of middlemen has grown up. 
But, notwithstanding the existence of a multitude of 
subordinate interests in the land, the fact remains that in 
the midst of thepeo])le whose condition has been described 
in the foregoing extract, and whose patient industry has 
created and maintains the great wealth of l liis magnifi- 
cent province, we have the spectacle of men whose 
annual income, given to them originally by the British 
Government in return for nothing, is sometimes reck- 
oned, not metaphorically but literally, in hundreds of 
thousands of pounds, who discharge none of the duties 
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of landlords towards those whose rights have been 
confiscated for tlieir ])rofit, and contribute almost 
nothing towards the requirements of the State. A 
note to this chapter contains a Eesolution lately published 
by the Government of Bengal, regaixling tlie vast estate 
of tlie Maharaja of Darbhanga, in Behar, which affords 
an excellent example of the consequences which have 
followed from the permanent settlement.^ 

The destruction or non-recognition of the rights of 
the masses of the agricultural population has been by 
far the most serious and lamentable of the evils Avhich 
have followed in the train of the ]>ermanent settlement 
of Bengal. If it had given prosjierity and comfort to 
the millions Avho cultivate the soil, there might have 
been suflicient compensation for the sacrifice of the 
revenue directly derived from the land, but this sacri- 
fice, while it has failed to benefit the people of Bengal, 
causes permanent injustice to the whole of India, and 
unduly increases the burdens of the entire peoyde. 

It is not only in Bengal that it would be possible, 
ill case of serious emergency, to obtain, without injury 
to the agricultural interests of the country, a larger 
contribution from the projirietors of the land. It 
would be cause for regret should it become necessary 
to place further taxation on the landholders of Northern 
India, and it is very unlikely that such necessity will 
arise during the currency of the existing settlements ; 
but it cannot be doubted that ample means to bear 


^ As an amusing but unfortunately true illustration, the following story 
may be quoted : — ‘ The bailiff of a wealthy landholder in Bengal lately wrote 
to his law agent in Calcutta as follows : Ilis honour my master purposes 
to raise the rents on bis estate 5 per cent., in consequence of the recent 
proyidential fall of rain ; and 2 per cent, more to meet the cess which the 
Government has imposed on him in order to diffuse the blessings of educar 
tion amongst his tenants.” ’ 
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additional burdens, if these should become unavoid- 
able, have been left to tliem l)y the liberality of the 
Government. In treating of the new famine taxation, 
and elsewhere, enough has been already said on this 
part of the subject. 

Income and Licence Taxes. — The income tax as it 
existed in 1870-71, yielded, at the rate of 3^ per cent, 
on incomes exceeding Es. 500, a little more than 
2,000,000Z., and with the better administration which 
could be secured, it would certainly, at that rate, now 
yield very much more. A large sum could, however, 
Avithout difficulty or the shghtest political danger, be 
raised, in case of necessity, by the simple plan of 
increasing the existing licence tax and cesses. By 
d('ubling their present rate, Avhich Avould still not 
bring them up to the rate at which the income tax 
was oil more than one occasion levied, and extending 
their incidence to the official and professional classes 
in the manner that has been proposed, we should 
" obtain at least 2,500,000Z. a year, or 1,500,000Z. more 
than the revenue now derived from these sources. This 
is ob dously the easiest and best way of obtaining, in 
case of emergency, an immediate increase of revenue, 
and it shoAvs very strongly the importance of holding 
this resource in careful reserve. If the existing system 
of direct taxation be wisely administered and improved, 
it vdll become, not only one of the least objectionable 
among present sources of revenue, but would, if neces- 
sary, be capable of great expansion hereafter. 

Registration . — There is one plan by which a not 
unimportant increase of revenue might almost imme- 
diately be obtained, and which is so little open to 
objection that it might, in my opinion, be at once 
adopted. It was suggested in 1879 by Mr. F. E. 



364 FINAJ^CES AM) PUBLIC WORKS OP INDU. 

Cockerell, and consists in the development into a 
source of revenue of the ])resent system under which 
fees are levied on the registration of documents.^ 

Under the existing law allectmg registration in 
India, all written instruments are divided into two 
classes, — those which must he registered, and those of 
which the registration is optional. 

It may be said generally that the first class com- 
prises documents afiecting immovable property, and 
that the second includes all other documents. Fees 
are levied on all instruments brouuiht for registration. 
When registration was in its infancy, it was necessary 
to its success that it should be as clieap as possible, and 
the system has hitherto been w'orked on the assumption 
that it is not to be a source of revenue. It has now, 
however, been for some sixteen years in common use ; 
it has become thoroughly familiar to the people ; the 
practice of registration has become almost everywhere 
greatly developed, and there is no reason to fear that 
a moderate enhancement of the fees now charged 
would check its progre.ss. There has been a general 
agreement of opinion, on the j)art of the Local Govern- 
ments-and officers who were consulted, that these fees 
are a most proper source of revenue, and a committee 
of experienced officers, appointed to consider Mr. 
Cockerell’s proposals, reported in favour of them. 
These proposals were, first, to abolish the limit of Es. 
100, below which value the registration of documents 
afiecting immovable property is not now compulsory, 
and thus to enforce the registration of all documents 
afiecting such property ; and, secondly, to raise the 
fees for all registration, from two-fifths to one per 

^ The following account of these plans is tahen from Mr. Bazett Colvin’s 
note on taxation in India, and very often in his o'wn words.^ 
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cent, on the value of the property affected by the 
registration. 

As a financial measure, the first proposal has 
little importance, but on administrative grounds it is 
highly desirable that it should be adopted. It has 
been proved by experience in India to be necessary to 
provide for the authentication of all written instruments ; 
every Local Government in India has supported the 
proposal, and it can hardly be doubted that, apart from 
financial considerations, it will before long be carried 
out. 

The second proposal, that the fees on all registra- 
tions sliould be raised, is financially moi’e important, 
and there has been a general consent of opinion among 
the authorities consulted that this measure might be 
adopted without objection. 

Mr. Bazett Colvin, who was President of the Com- 
mittee of Enquiry into tlie subject, has stated, in the note 
to wliich reference has been made, his reasons for 
.believing that Ave might obtain in this way a gross 
annual reveiire of about 700,000^., and, taking the 
probable expenditure at about 200,000/., there would 
be a clear gain to the treasury of say 500,000/. a year. 
It is possible that this estimate would prove too high 
at first, but, on the other hand, it is probable that it 
would ultimately be exceeded. This is one of the best 
suggestions yet made for adding to the revenue ; there 
is complete evidence to show that it could be collected 
without dissatisfaction, and that no important objection 
of principle to it exists. In France, the revenue derived 
from the registration of assurances amounts to upwards 
of 18,000,000/. a year, and although any comparison 
betw^eeu the two countries would be absurd, there is 
in some respects, and especially in the minute sub-divi- 
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sion of property in land, an analogy between the social 
circumstances of France and of British India, from 
which instructive lessons may sometimes be drawn. 

Succession Tax. — A form of new taxation frequently 
talked about in India has been a succession tax ; but 
the belief in its expediency and suitability for India 
has been given up by every one who has studied it. 
Little can be said regarding it which has not already 
been said by Sir J. P. Grant, Sir Henry Maine, Mr. 
Colvin, and others.^ No machinery exists for collecting 
such a tax in India. In England, a legacy and probate 
duty is levied witliout difficulty, because all property 
must pass at its owner’s death into the hands of ex- 
ecutors and administrators, who have no interest in 
defrauding the State, and can be used as quasi-public 
functionaries for the collection of the tax. Almost all 
personal property in England takes the form of invest- 
ments, which constitute a debt payable to the deceased 
person’s estate. The law has only to declare, as it 
does, that no debt due to an estate can be discharged 
except by payment to the deceased’s personal represen- 
tative, and the debtor’s private interest is at once 
enlisted on behalf of the public revenue. He will 
not expose himself to loss by paying his debt into the 
hands of any one but an executor or administrator. 

In India these conditions are almost reversed. Per- 
sonal property seldom takes the form of investments. 
Capital is laid out not in scrip, stock, insurances, «fec., 

‘ See in particular (1) Sir J. P. Grant, in letter from Government of 
Bengal to Government of India, dated May 20, 1860 ; (2) Memorandum on 
succession duties, by Mr. J. Strachey, dated October 19, 1866 ; (3) Minute 
by Hon. H. S. Maine, dated August 12, 1867 ; (4) Note on the possibility 
of further taxation in India, by Hon. B. W. Colvin, 1880. Nearly all 
that is here said regarding a succession tax is taken from these papers, often 
in the words of their authors.; 
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but in cash, bullion, and precious stones ; nor is there 
any possession of these by temporary representatives 
through whom a duty can be collected. They pass, in 
domestic secrecy, on their owner’s death, into the hands 
of his heirs, and are not even seen by anybody but 
the persons interested. Sir Henry Maine’s conclusion 
was that ‘no approach to fairness could be made in 
the assessment of such a tax, unless the procedure 
were made to the last degree inquisitorial.’ This im- 
possibility of justly assessing personalty is alone an 
insuperable objection to a succession duty. Unless 
personal property can be reached, it would be paid 
almost exclusively by landed proprietors. 

Another important argument agamst a succession 
tax has been forcibly stated by Sir Henry Maine. It 
lisfo been said that a tax on inheritances is levied at a 
time when its payment is little felt. This would not be 
true in India. Joint ownership by families, clans, and 
communities, still prevails largely. When a member of 
such a community dies, his co-proprietors gain so far 
as his requirements for personal expenditure go, but 
lose by the produce of his labour. In a poor com- 
munioy his earnings usually exceed his expenses, and 
thus a man’s heirs are commonly made poorer instead 
of richer by his death. The argument that a succession 
duty is a well-timed tax, which is often untrue in Eng- 
land, would be almost always so in India. 

Ho form of direct taxation would be more unpopular 
or more* difficult to assess. One suggestion, however, 
was made by Sir Henry Maine which still deserves con- 
sideration. He said that, although a succession tax 
was unsuitable for India generally, it might be practic- 
able in Lower Bengal, where there is a nearer approach 
than elsewhere in India to the English law of probate 
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and administration, and a greater tendency to substitute 
the individual for the family as the unit of ownership. 

It must be added that the changes in the law of 
probate and administration, now under the considera- 
tion of the Legislature, may, in process of time, cause 
important change in the present condition of things ; 
better data than now exist for the assessment of per- 
sonalty may become available, and a succession tax 
may become, in many pai’ts of India, a more suitable 
tax than it would be at present. 

Tobacco Tax . — ^Another tax which has been fre- 
quently recommended for India is a tax on tol)acco. 
Everything seems at first sight to recommend tobacco 
as a subject of taxation. It is not a necessary of lile. 
It is consumed by a very large jiroportion of the popu- 
lation, and the effect of a moderate duty would scarcely 
be distinguishable among the fluctuations to which the 
price of tobacco is constantly liable. Frequent atten- 
tion has been given to this subject, and during Lord 
Lytton’s administration it was carefully reconsidered. 
The same conclusion, how’ever, has always been come 
to, that the idea of raising a large revenue from this 

source must be abandoned. 

< 

•We may i)ut aside, as impracticable, except under 
the pressure of some financial catastrophe so great that 
it would justify almost any experiment, the idea of 
establishing a Government monopoly of the sale of 
tobacco throughout India. Such a monopoly might 
doubtless, if it were possible, yield a large Revenue, 
perhaps 3,000,000/. or 4,000,000/. a year ; but no ap- 
proach has hitherto been made to the suggestion of a 
scheme by which this could be done. 

The only other plan that has been seriously pro-, 
posed, and the only one which has seemed to oflfer any 
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real chances of success, is to place a special tax on the 
cultivation of the plant. This is by no means impos- 
sible, but the objections and difiEiculties would be great. 
The amount and value of the tobacco produced on 
different soils varies so much, that a uniform rate on 
cultivation, sufficiently high to be profitable, could 
hardly be imposed without pressing very heavily on the 
poorer soUs, while differential rates of duty would afford 
great facilities for corruption and fraud. The yield of 
tobacco in Bengal is said to range from IGOlbs. to 
3,2001bs. per acre, and the cost of cultivation from 
Es. 4.^ to Es. 50 per acre, while prices vary from Es. 2 to 
Es. 22 per maund (821bs). It is another serious ob- 
jection, that, altliough ultimately paid by the consumer, 
the tax would have to be advanced in the first instance 
by tJie producer. It would thus be levied in the most 
inconvenient and objectionable way possible ; and com 
sidering the comparative poverty of the majority of the 
Indian agricultural population, their ignorance, and 
their general dependence on the money-lender, not only 
would this payment in advance of a tax which they 
had to recover from the consumer, be extremely dis- 
tasteful, but there can be little doubt that a portion of 
the impost, or an addition to it, would ultimately fest 
upon them, and that they would be unable to pass on 
the whole of the burden. All these objections would 
be increased, in many parts of India, by the great 
difficulty of preventing the introduction into the 
markets* of tobacco from Native States, or by other 
methods of smuggling ; and to whatever extent tobacco 
that had not paid duty might enter into general con- 
sumption, the tax would to a corresponding extent 
fall upon the producer, and would be irrecoverable from 
the consumer. The same would probably happen 
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whenever accident of season or other cause might lead 
to the total or partial loss of the crop upon which tlie 
duty had been paid in advance ; for it would be hardly 
possible, in practice, in most parts of India, to make 
refunds of the duty on such grounds. 

Another fact must not be forgotten. Tobacco is 
almost universally consumed, and is looked upon as 
almost a necessary of life. Whatever means were 
adopted, the tax would only be largely productive if 
it fell ultimately on the classes which form the great 
mass of the community. It would be paid by the same 
classes which now pay the salt tax ; and if it should 
become necessary to increase the burdens which they 
already bear, this object would be more easily and 
economically gained, and with far less vexation to the 
people, by increasing tlie existing tax upon salt tlian by 
imposing a new tax upon tobacco. That any increase 
in the rate of the salt tax would be one of the greatest 
possible mistakes, unless in most exceptional circum- 
stances, and, on the other hand, that its present reduc- 
tion would be financially a most desirable measure, has 
been shown in another chapter. 

Sugar Duty . — Another tax which has been suggested 
is an excise duty upcn sugar. ‘ If,’ writes Mr. Colvin, 

‘ it should be desired to raise a considerable sum of 
money by indirect taxation, an excise laid upon sugar, 
accompanied by a corresponding import duty, would no 
doubt supply it. There is, indeed, no other indirect 
tax which, if levied at an equal rate, would bring in 
such large returns. It would fall upon an article which 
is perhaps more of a luxury than anything else that is 
generally consumed in this country. Moreover, it 
would be a tax upon more than one luxury; for in 
most, if not all parts of India, the tobacco that is 
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smoked by the people is mixed with an equal weight 
of sugar. Smokers, therefore, would pay a tax, which 
would be equivalent to a tobacco tax, upon the sugar 
which they consume in this form, in addition to the tax 
levied from them for the sugar that they eat.’ Mr. 
Colvin thinks that we may assume, although the data 
are very imperfect, that the total value of the sugar 
consumed in British India in a year is about 20,000,000/., 
and an ad ua/orem duty of 5 per cent.woidd yield about 
1,000,000/. of revenue. The average incidence of such 
a tax would be less than three farthings per head of 
the population. It has been suggested that it might 
either be levied by a hcence fee on the boiling pans, 
or by a licence fee on sugar mills, or by an acreage 
rate on cane cultivation and date groves. 

This would be on the whole a better tax than one 
on tobacco, but it would be very unwise to adopt 
it without extreme necessity. It is unnecessary now 
to discuss its merits and demerits ; it is obviously open 
to nearly all the objections which have been urged to 
a tax upon tobacco. 

Pause Tax . — In theory, a house tax has much to 
recommend it ; but it has been shown by experience 
that among all Indian taxes there is perhaps no one 
so universally unpopular as this. The following re- 
marks are taken from Mr. Colvin’s paper : — 

‘ house tax in India is peculiarly open to the great objec- 
tion which lies against direct taxation in all countries, viz. that 
it cannot be fairly assessed. As the tax is at present levied, 
it is assessed in one of two ways : either by a rate upon the 
assumed rental or value of the house, or by one calculated 
upon the supposed means of the house-owner. Now, in India, 
there is no certain rental on which to base a calculation. A 
house is built for occupation by its owner and his descend- 
ants; hardly ever for the purpose of being let. Kenting, 

6 B 2 
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except in large towns, is unknown, and there is no recog- 
nised letting value of buildings in other places. In the 
absence of any actual rents, the assessors are driven to con- 
jecture them. It is not to be expected that assessors, being 
at liberty to guess, should always care to guess fairly, and 
much injustice is done, no doubt wilfully. Even when they 
endeavour to be fair, the tax is not made palatable because its 
assessment may be equitable. A native of this country can 
never recognise any justice in an assessment so calculated. 
He can understand, though he does not like, a tax that is cal- 
culated on income, or one that is calculated upon actual expen- 
diture ; but a tax reckoned upon his imaginary rental seems 
to him to be neither one nor the other, but simply exaction. . . . 
It might be supposed that the house itself would furnish no 
bad indication of its owner’s means. But in India, where men 
do not at once change their houses with their fortunes, this is 
not the case. It is notorious, on the contrary, that such a test 
would be very delusive. A prosperous trader in this country 
will often be content to occupy a mere cluster of sheds, whilst 
an honourable, but ruined, family will continue to live in a 
substantial house, built, by wealthier ancestors, long after it 
has become much too large for their diminished means. . . • 
Another important objection to a house tax is that, with all 
its unpopularity, it would not produce much. It would, I have 
no doubt, be found that the agriculturists must be exempted 
from it. They already contribute their fair share to the public 
revenue; and though it might not be unjust, perhaps, to 
impose a house tax on them, this tax could not, I am persuaded, 
be levied from them without danger. ... If the tax did not 
extend to the agricultural community, three-fifths of the whole 
number of taxpayers would be exempted. The proceeds of 
the tax'would not be diminished in quite the same proportion, 
as the rate of incidence would be less in the countiy than in 
the towns ; but as much as one-third or one-half of the income 
would probably be lost.’ 

Marriages , — It is unnecessary to discuss at length 
the propriety of a tax upon marriages, though some 
authorities have advocated it, on the ground that it 
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would produce a large revenue and that it might 
check, to some extent, the excessive expenditure often 
incurred on marriage ceremonies in India. Mr. Colvin 
has clearly shown that such a tax could not yield much 
revenue, except at the cost of extreme unpopularity ; 
for to be profitable it must reach the masses of the 
people. It has been calculated that it would affect four 
millions of families every year, and that it would afiect 
the entire population of the country, or thirty-six 
millions of families, in the course of every nine years, 
while three-fourths of it would be paid by the poorest 
classes in the country. These figures are alone sufficient 
to condemn the proposed tax. 

Railway Traffic . — The only other tax which has been 
suggested, which it is necessary to mention as a possible 
source of imperial revenue, is a tax on railway fares 
and freights, similar to that levied in France and some 
other countries in Europe. In the existing circum- 
stances of India, and considering that a large and 
increasing proportion of the railways belong to the 
State, this would be a questionable tax ; but there is 
no doubt that it could be made to yield a considerable 
sum, say 500,000^. a year, and that it would be collected 
without any difficulty, and almost without expense.* In 
the event of the complete abolition of all customs 
duties, such a tax as this might in the future afibrd a 
useful and equitable means of bringing the growing 
trade of the country under contribution, in a form that 
would tie as little open to objection as any such tax 
could be. 

MueeUaneom . — Other taxes have been suggested 
which might sometimes be levied without objection for 
local or provincial purposes, and which might thus 
be useful, but which, as general sources of imperial 
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revenue, would financially be hardly worth imposing 
or would not be otherwise suitable. Mr. Colvin has 
noticed all the more important of them. Among them, 
he mentions one tax which, under proper regulations, 
would be open to no objection whatever, — a tax on 
the privilege of carrying arms. Taxes on conveyances 
and beasts of burden, taxes on retainers and servants, 
taxes on betel-leaf or pan, and some others, might also, 
in some provinces, be imposed without hardship or 
serious unpopularity ; they would sometimes give useful 
aid to provincial resources. 

General Conclusions . — ^The general conclusions which 
seem to be estabhshed are these : first, that the exist- 
ing revenue is so prosperous, and its main sources so 
certainly increasing in productiveness, that there is no 
reason to suppose that recourse to new and untried 
methods of taxation will become necessary ; secondly, 
that there would be little difficulty, in case of necessity, 
in almost immediately increasing the revenue, yielded 
by existing and other taxes of a little objectionable 
nature, to the extent of at least 2,000,000/. a year ; and 
thirdly, that if a much larger sum than any which could 
be provided by such means, or by the growth of exist- 
ing revenues, should be required in consequence of 
some great financial catastrophe, the income of the 
State could certainly be increased by several millions a 
year without injury to the country; but that before 
any measures were taken in such a view the whole 
question of taxation in Bengal should be reconsidered, 
with the object of placing on that province that fair 
share of the public burdens which it now fails to bear. 
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NOTE TO CHAPTER XIX. 

Extract from a Resolution of the Lieutenant-Governor of 

Bengal^ dated June 24, 1880. 

'riiE Durbhunga estates were taken over by the Court of 
Wards on the death of the proprietor, ]\Iaharajah Maheswar 
Sing, on October 20, 1860, and were released on September 25, 
1879, when the present Maharajah, Luchmeshwar Sing, attained 
his legal majority. 

The estates comprise an area of about 2,410 square miles, 
with a population of 750,000 souls, and are scattered over the 
districts of Durbhunga, Mozufferi)ore, Bhagulpore, Pumeah, 
and MonghjT. The bulk of the i^oi^ulation is rural and agri- 
cultural ; the Hindus being to the Mahomedans in the ratio of 
ten to one ; and, of the Hindus, one in every nineteen being a 
high-caste Brahmin. 

Vv'hen the Court of Wards took charge in 1860, the con- 
dition of the property seemed almost hox>elessly bad. The late 
Maharajah had left a daughter, llajeshuree Daee, and two 
minors sons, Luchmeshwar Sing and Eameshwar Sing, aged 
respectively two years and under one year. The gross annual 
rental of the estates was nominally Es. 16,39,357 (163,000t.) 
and the Government revenue only Rs. 4,07,484 (40,000L). But 
the management had for years been left entirely in the hands 
of underlings. All the villages were leased to farmers, most of 
them relatives of the Raj servants, who had got their leases on 
favourable terms. Others were outsiders, men of straw, who 
had nominally undertaken to pay rents far above the value of 
the lands, and who made what they could by rack-renting the 
ryots and levying illegal cesses, without attempting to satisfy 
the Raj demand. Security for payment was never taken from 
the farmdl*s. Pottahs and kabuliats ^ were seldom interchanged. 
The correct rental of the villages was nowhere recorded. 
Putwaris’ * papers were seldom forthcoming. The outstanding 
arrears of rent, at first unknown, proved to amount to Rs. 
56,44,972 (564,000L). There were other debts due to the 

' Leases and their countei'parts. 

* Village accountants. 
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estate, aggregating Es. 3,37,775 (33,000Z.). The debts due by 
the Maharajah to creditors amounted to a crore of rupees, of 
which the Court of Wards was compelled to admit Es. 71,88,427 
(718,000L). The estates were destitute of roads and bridges. 
The palace was neglected and in ruins ; its courtyards quag- 
mires; its environs a hopeless waste of jungle, pools, and filth. 
Notoriously all the epidemics of the town took their rise in the 
Eajbaree. There were no refuges for the sick ; no resting- 
places for travellers ; not a school on the whole estate. No 
reproductive works of any kind had anywhere been attempted. 

On the surrender of the estate to the Maharajah last 
year, all this had been changed. The rent-roll had been re- 
adjusted; and although reductions of rental had been made 
amounting to Es. 5,92,323 (59,000?.), the gross rental (includ- 
ing that of a few small properties purchased) was Es. 21,61,885 
(216,000Z.). The outstanding arrears of rent due to the estate 
were Es. 18,51,397 (185,000?.) (less than a year’s demand), of 
which Es. 14,51,664 (145,000?.) were good, and in process of 
realisation. All debts had been paid off long ago. There was 
a cash balance in hand of Es. 2,75,733 (27,000?.), besides 
Government securities of the value of Es. 38,54,500 (385,000?.). 
Over 150 miles of road had been constructed and bridged (in 
many places with screw-pile viaducts) ; upwards of 20,000 trees • 
had been planted along their sides. Feeder and village roads 
had been made and improved. In Khurrukpore extensive irri- 
gation works, securing that property against famine, had been 
ma4e and opened. A large bazaar had been built at Durbhunga, 
including a handsome public serai. 

• ••••• 

In lieu of the ruinous system of farming leases, the whole 
estate had been brought under direct management. Collections 
were made without friction or difficulty. The outlying zerat ' lands 
had been equitably settled with indigo-planters, whild* those in 
the vicinity of villages had been reserved for the ryots, thus 
putting an end to the constant disputes between the factories 
and the cultivators. Hundreds of small embankments, water- 
channels, tanks, and wells had been constructed from advances 
made without interest to the tenants. Complete surveys had 


^ Cultivated lands. 
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been made of the greater part of the property, and a consider- 
able area had been re-settled to the advantage both of the estate 
and of the cultivators. Twenty vernacular schools had been 
established by the Raj, educating 1,000 children, aid being at 
the same time given to other educational institutions not 
belonging to the estate. Three admirable hospitals were kept 
up for the use of the tenantry, while assistance was also afforded 
to six charitable dispensaries in various places near. Above all, 
both the Maharajah and his brother had received a thorough 
English education, were proficient in manly exercises and free 
from the vices which are too often the ruin of native magnates. 
The Maharajah .had been trained to manage his own affairs and 
to take a lively interest in the welfare of his people, while his 
brother had been deemed fit for appointment to the Civil 
Service of the province, in which he is now an assistant magis- 
trate. They had both travelled over the greater part of Upper 
India, and made the personal acquaintance of the Viceroy, 
Lieiilenant-GovemOr, and other high officers of State, as well 
as of many native potentates, to all of whom they commended 
themselves by their unassuming intelligence and gentlemanlike 
demeanour. 

During the incumbency of the Court of Wards, the ag- 
.gregate demand of rent due to the estate amounted to Rs. 
4,26,79,578 (4,267,000/.). Of this, Rs. 3,54,66,458 (3,546,000/.) 
or 83 per cent, was collected, and Rs. 55,39,610 (553,000/.) 
remitted. The total receipts from all sources during the 
management were Rs. 4,84,50,669 (4,845,000/.), and tke total 
disbursements Rs. 4,80,86,228 (4,808,000/.), of which *Rs. 
32,90,934 (329,000/.), or only 6*7 per cent, of the receipts, , 
represents the cost of management. Rs. 80,41,113 (804,000/.) 
were expended in payment of Government revenue, and Rs. 
31,98,000 (319,000/.), or 6*5 per cent, of the receipts, in the 
allowancei of the family, including social and religious cere- 
monies. 

The Lieutenant-Governor observes, however, with regret 
that while the Court of Wards has done so much for the pro- 
prietor of the estate, it is frankly admitted by the manager 
that the condition of the Raj tenants is not generally prosperous. 
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Many of them are said to be living merely from hand to mouth, 
having suffered much from successive bad seasons. It is urged 
that they would have been much worse off had it not been for 
the good roads made, enabling them to take advantage of the 
high prices of produce; the liberal remissions of rent in famine 
years ; and free advances of money given without interest. 
They have also, it is stated, been relieved of multifarious 
illegal cesses, and from the unjust exactions of ticcadars or 
petty leaseholders, are more alive to their legal rights, and 
less in debt than they were in former years. Granting all this, 
there can. Sir Ashley Eden fears, be little doubt that the 
cultivators on the Burbhunga estates are suffering from the 
same causes which in long course of years have reduced the 
peasantry of Behar generally to a lower level than that of the 
ryots in Central and Eastern Bengal. There has been in years 
gone by, under the Court of Wards, the same kind of rack- 
renting, the same ignoring of ryot right, the same unwilling- 
ness to recognise occupancy tenures, the same resort to illegal 
distraint, that have been found and condemned in every 
district of Behar. The traditions of the Court of Wards have 
from the time of its institution been essentially proprietary. 
The chief aim of its management in every estate has been to 
make the most of the property for the benefit of the owner ; ^ 
and although it has, in its relations to the tenantry, been 
incontestably a better and a wiser landlord than the ordinary 
run of native zemindars, it is only within the last few years 
that anything has been done by it to improve directly the 
position of the cultivators. The most important measure of 
this kind in the Durbhunga estate, which has been actually 
carried through to completion, has been the survey and settle- 
ment of Allapore. This was, it may be said, forced upon the 
Court 1^ the report of the Special Commission which enquired 
into the condition of the pergunnahs of Allapore and*,Nareedi- 
gur, after the drought of 1875. It then appeared that ‘ a large 
number of the tenantry had fled from their houses to avoid the 
burden of debt due to enhanced rent which lay upon them too 
heavily.’ The re-settlement of the pergunnah under the 
supervision of Mr. Finucane, C.S., led to a re-adjustment of 
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rents which, while affording considerable relief to over-assessed 
ryots, actually led, by the discovery of lands concealed by the 
putwaris and head ryots, to an increase of the Kaj receipts. 
Mr. Finucane has now nearly completed a cadastral survey of 
the whole of the Tirhoot and Bhagulpore estates, and the 
Maharajah has been allowed to retain his services to bring the 
work finally to a close. But in these proceedings no attempt is 
being made to revise the rates of rent. The Maharajah is left 
to make his own arrangements for this at his own time. The 
Lieutenant-Governor trusts that, in any action which the 
Maharajah may take in this direction, he will remember that it 
will be his wisest policy to endeavour to secure upon his estates 
a substantial well-to-do tenantry, able to meet the ordinary 
vicissitudes of season, self-respecting and jealous of their own 
rights, while recognising and satisfying the just and moderate 
demands of their landlord. In the long run it is far more 
profitable to the landlord to leave in the hands of the 
cult^'^ptors such a «hare in the profits of the soil as will 
enable them to face even the worst season without actual 
suffering, than to take from them all that they have, with the 
certainty that enormous sums will have to be expended by him 
in years of famine in maintaining the ryots on his estate. It 
may be taken as certain that the Legislature must ere long 
interfere for the protection of the Behar peasant against 
arbitrary ejectment and undue exaction of rent ; and those land- 
lords will suffer least from the intervention of the State who 
have themselves entered into equitable arrangements, with 
their tenants, and admitted of their own free will those 
substantial rights which, under the old law and custom of 
India, every resident cultivator undoubtedly had, and which 
the frequent recurrence of famine among the poverty-stricken 
population of Behar seems to make it a matter of imperial 
necessity gnce more to revive. The Lieutenant-Governor, 
from what he knows of the Maharajah, believes that he will 
prove himself an active landlord. But he also believes him to 
be an upright and benevolent landlord, strongly impressed with 
a desire to improve the condition of the poorer classes residing 
on his estate. It is hardly necessary to impress upon him that 
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the best practical way in which he can do justice to his educa- 
tion and responsibilities, and show his appreciation of the care 
which has been bestowed by Government on him and on his 
estate, will be by showing himself the friend and protector of 
his ryots and by setting an example to the neighbouring land- 
holders, and using his influence with them to bring about a 
reform of the undoubted evils of the land system of Behar. 



CHAPTEE XX. 

CURRENCY AND EXCHANGE. 

METALLIC CURRENCY OF INDIA — GOLD COIN NOT CURRENT— PAPER CUR- 
RENCY — IMPORTS OP BULLION AND COINAGE — COMPETITION BETWEEN 
SECRETARY OF STATE’S BILLS AND SILVER AS A MEANS OF REMITTANCE 
— EXCHANGE VALUE OF RUPEE DEPENDS ON MARKET PRICE OP SILVER 
— REr.ATION BETWEEN EXCESS OP EXPORTS AND SECRETARY OP STATE’S 
BILLS — COMBINATION OP STERLING AND RUPEE EXPENDITURE IN PUB- 
LIC ACCOUNTS — ADOPTION OF CONVENTIONAL RATE OP EXCHANGE — 
objections TO THIS— REASONS FOR RETAINING IT — AMOUNT OP LOSS 
BY EXCHANGE— HOW FAR REAL— ADJUSTMENT OF ACCOUNTS BETWEEN 
INDIA and ENGLAND— arrangement WITH BRITiSH GOVERNMENT — 
GUARANTEED RAILWAY TRANSACTIONS— EVILS CAUSED BY FALL IN RE- 
LATIVE VALUE OF SILVER TO GOLD — EFFECTS ON FOREIGN TRADE OP 
INDIA — DIFFERENCE OP STANDARDS OF VALUE IN INDIA AND ENGLAND 
THE REAL CAUSE OF ALL THE DIFFICULTIES — NECESSITY FOR OBTAINING 
UNIFORMITY — COMPLETE REMEDY ONLY ATTAINABLE BY INTERNATIONAL 
AGREEMENT — FAILING BIMETALLISM THE ADOPTION OP GOLD STANDARD 
BY INDIA ESSENTIAL. 
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The metallic currency of India was established on its 
ft-yi sting basis in 1835. It consists primarily of the 
rupee weighing 180 grains, -f^ths fine, and therefore 
containing 165 grains of pure Silver; with silver coins 
of the same standard, representing the half rupee or 
8 annas,*the quarter or 4 annas, and the eighth or 2 
annas. The rupee and half rupee are legal tender 
for any amount, the other coins only for fractional 
parts of the rupee. Silver is coined without limit, on 
payment of a seignorage of 2 per cent., and, when 
necessary, the cost of refining. 
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The Copper coins in use are the half anna, quarter 
anna, and one pie or the -j^th part of the anna. 
Copper is given and received by the public treasuries in 
exchange for silver, in amounts of not less than Es. 2. 

The currency law authorises Gold coins to be struck 
at the Mints, but they are not legal tender, and are not 
used as money. The coinage of gold has gradually 
diminished during the last twenty or thirty years, and 
has now virtually ceased. The authorised gold coins 
are the Mohur or 15-rupee piece, weighing 180 grains, 
.J-^ths fine, and therefore equal in weight to the rupee ; 
and corresponding coins to represent Es. 10 and Es. 5 

The opinion has been expressed that gold money is 
not used in India because the people prefer silver, by 
reason of the small amount of their transactions. There 
is, however, no real evidence of this, the fact being that, 
for three quarters of a century at least, gold coin has 
either not been a legal tender, or has been improperly 
valued, so that either it could not come into circulation, 
or could not remain in circulation, in competition with 
the silver rupee, which has always been the standard 
coin. Towards the end of the last century gold coins 
circulated freely, with silver, in most parts of Bengal, 
and about half the revenue was paid in gold. Forty 
years ago gold coins were still to be found in use 
in some of the districts of Madras. Gold, however, 
everywhere gradually went out of circulation, and for a 
great many years has, for all practical purposes, ceased 
to be employed as money. 

At various times gold coins have been received in 
payment of Government demands, at varying rates, but 
under the law of 1835 they ceased to be a legal tender. 
After the great gold discoveries, on some tendency 
appearing towards an accumulation of gold in the 
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public treasuries, its acceptance was stopped ; but, with 
the subsequent recovery of the value of gold in relation 
to silver, attempts were made to bring gold into use as 
money, by the Government offering to accept the 
sovereign at a specified rate, though not making it a 
legal tender. The great fall in the relative value of 
silver had, however, already begun, and these attempts 
all failed from the undervaluing of the gold ; and coins 
of this metal, though commonly procurable in small 
quantities from the bankers, are used only for hoarding 
or for export in foreign trade. 

The paper currency of India is established on a 
purely metallic basis. Notes are issued, by the Govern- 
ment alone, at one or more offices in each province, in 
exchange for current coin or bulhon, a limited portion of 
the amount thus received, lls. 60,000,000, being invested 
in Government securities, and the rest retained in coin by 
the currency department. The notes are convertible 
into coin on demand at the office of issue, and at the 
^Jiief town of the presidency if issued elsewhere. The 
circulation of notes is at present about fourteen or 
fifteen millions. 

During the last twelve years the gross imports of 
bullion by sea have amounted in all to 30,463,988/. of 
gold, and 80,804,579/. of silver ; or on the average 
2,538,666/. of the former, and 6,733,715/. of the latter 
yearly. The net imports, after deducting the exports 
by sea, were 23,981,589/. of gold, and 61,811,392/. of 
silver ; of at the average rate of 1,998,382/. of gold, and 
5,150,949/. of silver yearly. The total value of the 
silver coinage in the same period was 68,752,475/., or at 
the rate of 5,729,373/. yearly. The net import of gold 
since 1835 amounted in value to 107,991,012/. The 
total amount of silver money coined since 1835 is 
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somewhat more than 250,000,000/. sterling, and in- 
cluding the old coinages the quantity in existence no 
doubt exceeds that value ; but of course a large part of 
this is hoarded. 

The occasional excess of the coinage over the net 
imports of silver, is doubtless in part due to hoarded 
silver coin or bullion being brought to the Mint, and 
partly to the recoining of worn or defaced coin, but it 
is probably mainly caused by the export of newly coined 
silver. During the last three years the average yearly 
export of silver to Mauritius, Ceylon, and Aden, at 
which places the rupee is the current coin, amounted 
together to 812,277/., which more than accounts for the 
excess in question during those years. 

The import of silver into India, like that of any 
other commodity, of course depends on the demand, 
which in the nature of the case chiefly depends on the 
requirements of the country for silver coin, either to be 
hoarded or brought into active circulation. From the 
obligatory nature of the Government remittances, the 
sale in London of a large amount of bills on India, 
drawn by the Secretary of State, is necessary, for in the 
present state of things this is the only means of making 
remittances on any considerable scale ; this comes to 
much the same thing as offering rupees for sale, and a 
competition is therefore established between the Secre- 
tary of State’s bills and the silver bullion offered for sale 
in the European market, the coining of which in India 
is unrestricted. In these circumstances the exchange 
value of the rupee bills of the Indian Government is 
immediately, and almost solely, determined by the price 
at which the holders of silver bullion are prepared to 
sell it. After the adoption of a gold standard by 
Germany, the coining of silver in Europe virtually came 
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to a standstill, and at present the United States and 
India may be said to be the only two countries that coin 
this metal, the former to a hmited amount, by the State, 
the latter without limi t for all comers. The United 
States being the great producer of silver, India affords 
almost the only market for the metal on a large scale. 
Hence the export of silver from India as a means of 
remittance becomes impossible, and, as above said, the 
government is driven to making its remittances by the 
forced sale of its bills, the value of which is controlled 
by the market price of silver, which again is depressed 
by the present limited demand for coinage, and the 
competition -with tlie Secretary of State’s bills, the 
amount of which has been much increased during the 
last few years. The great fall in the exchange which 
has occurred, and’ the fluctuations which still take place, 
have no important relation to variations of trade de- 
mand ; and if the condition of the Indian currency 
admitted of specie remittances the effect of those varjia- 
tions on the exchange would be insignificant, and could 
never exceed in amount the cost of a bullion remittance 
from India and of re-coinage in Europe. 

There is a close connection between the amount of 
the Secretary of State’s bills and the excess of the 
Indian exports over the imports. The value of the 
excess exports indicates in fact the total amount which 
India has to remit to foreign countries in discharge of 
her various obhgations to them ; those obligations con- 
sisting chiefly of the payments to be made in England 
on account of the Government, for the pubhc services, 
interest on debt, railway capital, and so forth ; and of 
the savings and profits of foreigners employed or trading 
in India. After setting off the value of the imports of 
aU descriptions against that of the exports, the differ- 
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ence jnust be paid to the Indian producer or his agents 
m coin. Tbe foreign exporter purchases bills on India, 
or some other form of transferable security, with the 
proceeds of the sale of the exports, from persons de- 
siring to exchange rupees in India for sterling in 
London, or for francs in Paris, and so forth. The bUls or 
securities thus serve a double purpose — for the remit- 
tances from India, and for the payments for the excess 
exports. As the remittances are chiefly to England, it 
is by bills sold in London that they are for the most 
part made ; and, the Government being the principal 
remitter, the bills are mainly those drawn by the 
Secretary of State. The difierence between the actual 
sum realised by the sale of these bills, and their nominal 
value, assuming the rupee to be equal to two shillings, 
is what is spoken of as the loss by exchange on the 
Secretary of State’s remittances. 

During the twelve years from 1857-58 to 1868- 
69, inclusive, the aggregate excess of exports was 
45,470,0001., the bills of the Secretary of State paid 
India having been 45,420,0001. In the following six 
years, the excess of exports having been 96,334,0001., 
the bills paid amounted to 66,865,0001. ; and in the last 
sCs years ending in 1880-81, the excess exports were 
92,826,0001. and the bills 91,265,0001. For the whole 
series of twenty-four years the average value of the ex- 
cess exports was 9,776,0001., and the average of the 
Secretary of State’s bills has been 1,295,0001. yearly less. 

The serious effect which the faU in the ‘exchange 
value of the rupee has had on the flnances of India has 
more than once been dwelt upon in the earlier chapters 
of this book. The manner in which it affects the public 
transactions, and how it is dealt with in the public 
accounts, will now be considered in more detail. 
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The transactions of the Home treasury being neces- 
sarily conducted and recorded in sterling, while those 
of the Indian treasuries are necessarily in rupee cur- 
rency, a system has to be settled for the combination 
of the accounts. Even before the amalgamation of the 
Home and Indian accounts, a head ‘ Loss by exchange,’ 
or its equivalent, had a place in the accounts between 
the two countries to make allowance for the exchange 
value of the rupee in taking credit for remittances 
from India by the sale of bills, or adjusting payments 
of various descriptions. 

Until the Mutiny in 1857 tlie bills on India never 
amounted to so much as 4,000,000/. in any year ; the 
deposits of giiarauteed railway capital between 1860 
and 1870 contributed on an average about 4,000,000/. 
yearly to the Home treasury, and tlie transactions with 
the companies were regulated by an arbitrary rate of 
exchange fixed under the contracts ; after the Mutiny 
recourse was had to borrowing on a large scale in 
London, and tlie bills up to 1870 only once exceeded 
7,000,000/. Up to this time also tlie exchange value 
of the rupee had hardly fallen below 1^. lOfrf. The 
loss by exchange, therefore, had not become of very 
material imjiortance, and the divergence of the amount 
of the Home charges reckoned in sterling, from their 
true amount converted into rupees at the actual rate of 
exchange, attracted no particular attention. It was in 
these circumstances that the system of combining the 
Home and Indian accounts, on the conventional basis 
of treating ten rupees as equal to 1/.^ and correcting 
the discrepancy by the adjusting entry ‘ Loss by ex- 
change,’ was adopted almost without discussion, and 
the practice of stating Indian revenues and expenditure 

0 0 2 
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in conventional pounds sterling at this rate of exchange 
tacitly grew up. 

The rapid and serious fall in the gold value of silver 
after 1870, followed by the corresponding fall in the 
exchange value of the rupee in relation to sterling 
currency, led to a great change in the magnitude and 
importance of the ‘ Loss by exchange ’ ; and the ques- 
tion was raised by the Government of India in 1877, in 
which year this charge appears as more than 2,000,000/., 
whether it would not be desirable to show the whole of 
the accounts in rupee currency, that being the true 
standard of value for India, and to convert the Home 
transactions into rupees at the actual exchange of the 
day. 

It is obvious that under the present practice of 
combining amounts in rupees with others in sterhng, 
at the conventional exchange of ten rupees to the 
pound, no charge which is not incurred either whoUy 
in England or wholly in India will be correctly stated, 
and the amounts so combined cannot represent any 
precise facts. For instance, a bridge for which iron- 
work was procured from England at a cost of 10,000/., 
wlule«-the Indian expenditure was 120,000 rupees, 
would appear in the accounts as having cost 22,000/. 
If the actual exchange when the iron was bought was 
Is. 8d. per rupee, its true cost would have been 120,000 
rupees, and the whole cost of the bridge 240,000 rupees. 
The Public Works’ accounts, however, would only show 
a charge of 22,000/., the remaining 2,000/.' (20,000 
rupees) being included under the general adjusting 
head, ‘ Loss by exchange,’ and there left undistinguished. 

Another practical illustration of the confusion likely 
to arise from this system may be found in the state- 
ments made as to the cost of the Afghan war, and the 
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share of it to be borne by England. Excluding the 
frontier railways, which were not taken into account 
for this purpose, the net cost of the war appears in the 
Indian accounts as 18,748,300/., while the English con- 
tribution of one-third is 5,000,000/. This discrepancy is 
a<icounted for by the ckcumstauce that the former sum 
is stated in conventional currency, which at the actual 
rate of exchange for the time, l.s-. 8d. per rupee, is re- 
duced to 16,623,588/. in true sterling, in which currency 
the contribution paid by England is of course stated. 
Thus the cost of the war might at one time be said to 
be 18,000,000/. and at another 15,000,000/., both sets 
of figures in fact representing the same amount. 

But notwithstanding these defects and the acknow- 
ledged want of precision in the present system, it has 
be jr ruled by the Secretary of State that the proposed 
change was not desirable and should not be made. It 
was argued, that the conversion of the Home accounts 
into rupee currency would be very troublesome, if a 
varying rate of exchange were taken, and if an average 
rate were used, true precision would still not be attained. 
Further, it was considered that the results on the pro- 
posed plan would also in their turn be misleading, as 
they would give to fluctuations in the rupee equivalents 
of sterhng payments, which are solely dependent on 
variations in the rate of exchange, a false appearance of 
reality, and would otherwise render comparisons with 
former ^ears difficult or impossible. 

The sterling payments made in England, it was 
urged, are not determined in relation to a scale of 
values fixed in rupees, and it was hence argued that 
for purposes of general financial control, which are 
those mainly sought to be facilitated by the combined 
statements of revenue and expenditure, the ready and 
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clear exhibition of the actual transactions is more 
important than any account modified and complicated 
by the introduction of entries arising from loss or gain 
by exchange, which are contingent on circumstances in 
no way dependent on the administrative control of the 
actual expenditure. 

Moreover, there is an inherent essential difierence 
of character between charges such as these and all 
other items of expenditure in return for which some 
service has been performed, or advantage obtained. 
The loss by exchange is a contingency of the Indian 
currency being based on a silver standard ; the causes 
which influence it are altogether independent of the 
nature of the services in connection with which it arises ; 
and to combine it with the cost of tho^e services might 
lead to serious and objectionable misconceptions. For 
such reasons the conventional system of treating the 
pound sterhng as equivalent to ten rupees has been 
retained, and the necessary adjustment in the accounts 
is made in one sum, by a single entry under the head 
‘Loss by excJiange,’ instead of being distributed over the 
separate heads of service affected. The charge is thus 
treated* as incidental to the administration generally, 
and not as falhng on any particular branch or portion 
of the pubhc outlay. 

The combination of the accounts by the conversion 
of the Indian rupee transactions into sterhng values at 
the current rates of exchange has not been seriously 
advocated by any one ; and, without disputing that 
there may be sufficient justification for maintaining the 
present bastard system, it is hardly open to question 
that the currency of India should be made the basis on 
which the accounts of that country are stated, and that 
the more completely this is accomplished the better. 
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It has already been noticed, and the fact is indeed 
obvious, that the ‘ Loss by exchange ’ arises immedi- 
ately in connection with the Home receipts and disburse- 
ments, which for the purposes of the present exjdana- 
tions may be grouped as those relating to the Indian 
Government and its officers, the British Government, 
and the railway companies. 

The main element of the ‘ Loss by exchange ’ is, as 
before said, the difference between the actual sterling 
value realised by the sale of the Secretary of State’s 
rupee bills, and their conventional value at tlie rate of 2s. 
It has been said, and truly, that it is an error to regard 
the whole of this difference as an absolute loss. In fact, 
there is no absolute standard by which to estimate gain 
or loss in transactions such as these. The Indian 
Government correctly describes the entry in the ac- 
counts under ‘ Loss by exchange ’ as an adjusting entry. 
All that can be said as to loss being involved, or other- 
wise, is comparative. Compared with the rate of ex- 
change that prevailed twenty years ago, 2s. 2rf., there 
is a present loss at l6*. 7'8d. of more than 6d. in the 
rupee ; but in that year (1881) hardly any bills were sold. 
From 1863-1866 the rate was 4rf. better than now, and 
it was not till 1872-73 that it fell to only 3d. better, 
in that year bills having been sold to the value of 

15.000. 000Z. It is probable, therefore, that if the gold 
value of silver had returned to 5s. per ounce, as it 'was 
in 1872-73, the loss on the Secretary of State’s bills in 
1880-81 (15,400,000Z.) would not have exceeded l\^d. 
per rupee, and the advantage to the Indian treasury 
would have been nearly 2,500,000Z. As the bills in the 
future are more likely to exceed than to fall short of 

16.000. 000/., the amount which India may fairly be said 
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to be losing at present by the fall in the value of silver 
is rather more than 2,500,000^. yearly. 

The transactions between the British Government 
and India, in respect to payments made for the former 
in India, are adjusted at a rate fixed before the begin- 
ning of each year, by arrangement with the Treasury, 
based on the value of silver, and the selling price of the 
Secretary of State’s bUls at the time. On these adjust- 
ments, which generally involve a sterling payment in 
England, the advantage appears on the side of India, 
as a gain by exchange. This same rate is commonly 
applied for setthng accounts of officers’ pay and the 
like. The amount at stake in these transactions is not 
important. 

The guaranteed railway transactions are much 
larger. The old contracts provided that the rate of 
exchange for adjusting the accounts between India and 
England should be Is. lOcf. per rupee during their 
entire continuance. The effect of this agreement was 
certainly not foreseen. 

Its operation in respect to the capital accounts 
began by causing an apparent loss by exchange of 2c?. 
per rupee, which was charged in the Indian accounts 
on the whole amount remitted to India by the Secretary 
of State for the companies ; this having been about 
50,000,000?., the total loss by exchange would be its 
-jtj-th part, or about 4,500,000?. But this loss can only 
be regarded as having been real to whatever extent the 
actual exchange was better than Is. lOc?. It was 
therefore an effective charge till 1874-75, from which 
time, the exchange having been worse than Is. 10c?., 
the remittances for the railways to India have been 
really profitable, though still appearing as a nominal 
loss. 
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For some years past, however, most of the com- 
panies have been paying back to the Government in 
India sums on capital account, obtained chiefly by the 
sale of stores paid for from capital, or by their transfer 
to the revenue account ; these payments are credited at 
the rate of Is. lOrf. per rupee, and the Government 
nominally gains 2d. in the rupee, which appears accord- 
ingly as ‘ Gain by exchange.’ But this gain is not real 
unless the actual exchange is above Is. 10<f. ; and, in 
fact, these transactions at present really involve a loss, 
leading as they do to the companies receiving sterhng 
credits in London at the rate of Is. lOrf. on account of 
rupee receipts in India, which the Secretary of State 
can only remit at Is. %d. or less. 

The revenue accounts lead to different results. The 
companies obtain credit for their ‘ net traffic ’ receipts at 
the rate of Is. 10(i.,so that on the accounts the Govern- 
ment gains 2d. in the rupee on their whole amount. 
Up to the end of 1879 the net traffic receipts thus dealt 
with had aggregated rather more than 50,000,000/., 
so that the gain by exchange in this direction had at 
that time nearly balanced the loss on the capital 
remittances. The gain on the revenue receipts until 
1879-80 was deducted from their actual amount, and 
was shown as ‘ Gain by exchange,’ as stated in Chapter 
Vn. This procedure has been recognised to be in- 
accurate. In the accounts with the companies the net 
rupee i;pceipts are rightly shown at the exchange of 
Is. lOd. ; but in the public accounts the actual sums 
received in rupee currency should be shown without 
deduction ; and since 1879-80 this system has been 
adopted. Thus the railway income now appears rela- 
tively larger than before, and the gain by exchange to 
the same extent less, or the loss so much more. 
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There has been another recent change of practice 
which has led to a more correct way of treating the 
home expenditure of the railway companies on revenue 
account. Heretofore the funds to meet this outlay 
were supplied by the Secretary of State from the capital 
deposits, and the transfer in account was made at the 
contract rate ; whereby, after the actual exchange fell 
below the contract rate, the Government has borne a 
loss which was not required by the contracts. The 
adjustments are now made at the actual rate of ex- 
change, by which a sum of about 123,000/. was saved 
in 1879-80. 

It is a necessary consequence of the manner in 
which the loss by exchange is treated in the pubhc 
accounts — it being, as already explained, dealt with 
altogether apart from the effective expenditure under 
the various heads of service — that the accounts give no 
indication of the real extent to which the railway 
transactions influence the charge under ‘ Loss by ex- 
change.’ The complicated adjustments that have been 
explained have reference only to the remittance opera- 
tions, which under the contracts are undertaken by the 
Secretary of State for the companies, and do not in- 
fluehce the financial results of the working of the 
railways, so far as these appear in the pubhc accounts. 
It was, however, before noticed, and it may here be 
repeated, that the railway obhgations probably cause 
at least one-third of the whole loss by exchaijge, and 
that this share of the burden is now little less than 
1,000,000/. yearly. 

The general result of the exchange adjustments for 
1879-80 is shown below, and wiU indicate the main 
features of the charge under this head : — 
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Loss by exchange on Secretary of 
State’s bills, being the difference 
between 2a. per rupee and the 
actual rate of sale 


• 

£3,088,190 

Loss on gold remittances 

. 

120,221 

Total loss on remittances 

, 

3,208,411 

Loss on miscellaneous transactions . 
Gain on „ ,, 

Net gain . 

Gain on railway capital 

Gain on railway revenue 

Total gain 

£38,672 

110,346 

71,773 

87,215 

123,020 

282,008 

Net loss . 

. 

£2,926,403 


It should be understood that what is here described 
as gain is, in fact, no more than the refund of the loss 
arising on payments made by the Secretary of State on 
account of other jjarties. 

Whatever may be the real economical effect on 
India of the burden thus caused, on which point more 
win be said hereafter, it is an obvious fact that it has 
led to the necessity for maintaining the taxation of the 
^'people of India at an amount at least 2,500,000Z. more 
than would have sufficed if the exchange value of the 
rupee had remained as it was nine or ten years ago. 
It may confidently be affirmed that if it had not been 
for the fall in the value of silver, no additional taxation 
would have been thought necessary in 1877, no diffi- 
culties would have arisen in removing the cotton duties 
when the necessity for that step was first admitted, and 
that apart from this fall not only those duties, but the 
whole of the customs duties, could have been removed, 
and the financial position of the country would stiU 
have been better than it now actually is. This state- 
ment will show how great a practical misfortune the 
recent alteration in the value of gold and silver has 
been to India. The evil has come in a form which 
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placed it wholly out of the j)ower of the Indian Govern- 
ment either to foresee or to avert, and leaves the future 
open to the gravest doubt and anxiety. Measures of 
improvement which the otherwise thoroughly satis- 
factory condition of the finances would reasonably 
suggest, must be regarded as more or less hazardous, 
and progress will inevitably be much retarded, not only 
in respect to the action of the Government, but in all 
directions, so long as the existing state of uncertainty 
as to the future of the Indian currency continues. 

There is some difficulty in tracing the efiects of the 
change in the value of silver in relation to gold on 
Indian interests other than those which appear on the 
surface ; namely the increased taxation, the uncertainty 
as to the result of aU permanent investments in India in 
the future, and the serious injury to those who have in- 
vested in former years, or who are dependent on Indian 
sources of income payable out of the country. It is of 
course apparent that these evds arise from the sudden 
actual or possible fall in the exchange value of the 
rupee, not from any particular rate of exchange being in 
itself desirable or better than any other. What is 
required for the future is fixity in relation to the gold 
currency of England, though obviously the injury in- 
flicted in relation to the past can never be fuUy 
remedied, nor even partially, unless there is a substan- 
tial return to the old relations of value. 

There is hardly room to doubt that th^ foreign 
trade of India has been stimulated by the increase in 
the value of gold, which has almost certainly accom- 
panied the depreciation of silver where that metal has 
ceased to be coined. There is at present no evidence 
that the purchasing power of the rupee in India has 
been injuriously affected, and it is reasonable to suppose 
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that under the actual conditions of Indian trade its 
volume has been increased by the increase of the silver 
value of the gold employed in the foreign trade. Ap- 
proximately this increase of value will be represented 
by the loss by exchange on the remittances required to 
settle the trade accounts of India, and may therefore be 
reckoned at 2,500,000/. or 3,000,000/. sterling. Con- 
trary to what is commonly taught by economists as to 
the consequences of such a condition of trade, there is 
no evidence from the returns of any special improve- 
ment of the exports as compared to the imports, and it 
is therefore probable that the import and export trades 
are to so great an extent interdependent that the 
advantage is distributed between them. 

If this view be correct, the trade of India at the 
present time may be regarded as being carried on with 
the stimulus of a bounty of some 3,000,000/. yearly, or 
about per cent, on its total value, supplied by general 
taxation, and rendered necessary by the currency of 
• India being based on a silver instead of a gold standard. 

The same conclusions might be otherwise stated as 
follows. By reason of the relative higher value of gold, 
India is now required to export a larger quantity of mer- 
chandise than formerly to discharge her foreign obliga- 
tions. This increased quantity of exports corresponds 
in value to the ‘ Loss by exchange ' on the Indian re- 
mittances, and, so far as this loss has to be met by 
the Government, it of course falls on the taxpayer. The 
export trade is therefore increased by this amount at 
the cost of the general revenues. Should any change of 
circumstances arise by which the exchange value of the 
rupee were raised to its old amount, the revenues 
would gain by the amount of the present loss by ex- 
change to the disadvantage of the traders ; and it 
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would seem* that the most appropriate way of dealing 
with the improved financial position, which would then 
admit of a large reduction of taxation, would be as far 
as possible to apply it to the removal of general burdens 
on trade, such for instance as the customs duties. The 
interests of trade would thus be best compensated for 
any injury caused by a sudden change of the conditions 
under which it had lately been conducted. 

Speaking generally, the financial difiiculties, or, as 
they may almost be called, dangers, which have now 
been discussed, are wholly due to the want of uniformity 
in the standards of value in England and India. The 
vast transactions between the two countries are dis- 
organised by the difference of standard, causing very 
great and constant administrative diificulty and anxiety 
to the Government, and almost more serious injury to 
private interests, with extreme and undeserved hard- 
ship to the large and meritorious class of European 
officials. The position, in truth, is hardly less irrational 
than it would be to maintain a silver standard of value, 
in Scotland or Ireland, with a gold standard in Eng- 
land. That there is a difficulty to be overcome in sup- 
plying^ the remedy is not to be disputed, but this is 
no ^ sort of justification for refusing to supply it. The 
responsibility for the present state of things rests with 
the British Government, India, which is the real sufferer, 
not being allowed to help herself. It is beyond belief 
that any independent government would tolerate the 
continuance of such a state of affairs, and that India 
has so long been compelled to bear it is wholly the 
result of her dependence on England. 

It would be beyond the scope of this work to enter 
at length on a discussion of the best means of obtaining 
the uniformity of standard between the currency of 
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India and that of England which is certainly necessary. 
The authors, however, find no difficulty in adopting the 
conclusion that the best, and only complete remedy, 
would be in the acceptance by India of bimetallism, as it 
is now commonly understood ; and that, if England were 
so disposed, the means of accomplishing this might be 
found without sacrificing the single gold standard which 
she has adopted for herself. The evils that have arisen 
in connection witli tlie fall in the value of silver are 
essentially due to the want of proper harmony between 
the standards of value of different nations, and those 
evils have specially affected India on account of 
tlie peculiar divergence of her monometallic silver 
standard currency from the currencies of all other civi- 
lised countries, tliese having more or less completely 
adopted a gold ‘standard. The remedy for these evils 
should therefore be sought in an international agree- 
ment that shall establish the requisite harmony, which 
is equally important to all nations. 

If, from whatever cause, such a solution of the diffi- 
culty is not attainable, then it would only remain for 
India to protect herself, which she should do by making 
such a change in her currency law as would gi\jB her a 
gold standard of value in place of the present silver 
standard. How this should be arranged in detail could 
only be usefully considered with reference to the exact 
circumstances at the moment, after the decision had 
been arrived at that it was necessary actually to 
apply ^remedial measures. But attention may be 
drawn to the fact before noticed, that during the last 
twelve years the imports of gold into India have been as 
much as 30,000,000/. sterling, or nearly three-tenths of 
the whole bullion imports ; and as during the last forty- 
six years the total net imports of gold have been very 
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nearly 108 , 00 t), 000 /., the conclusion is suggested that 
if gold were required for currency purposes in India it 
might probably be obtained within the country itself, in 
sufficient quantity for present use, and that, by the 
introduction of a gold coinage on a sound basis, the 
available volume of gold money in the world might be 
considerably increased instead of being diminished. 
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FUTURE REQUIREMENTS OF PUBLIC WORKS AND FINANCE. 
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• 

The principal <;bject with whicli the preceding chapt'ers 
have been written is to sup})ly an account of the actual 
financial position of India, and of the results of the 
public works pohey followed during the last twelve 
years ; but discussions of the principles on which the 
action of the Government has been based have often 
necessarily formed a part of the narrative, and it ap- 
pears desirable, in some cases, to extend the examina- 
tion into those principles, with more special reference 
to the course to be followed in the future. 

The recent remarkable progress of India, which 
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has been placed beyond every reasonable doubt, may 
without hesitation be traced up to the natural produc- 
tive powers of the country, for the development of 
which greatly increased facilities have been given by 
the extension of railways and the cheap transport they 
afford ; and it is indisputable that there is still a wide 
scope for further progress, through the continued de- 
velopment of the internal means of communication, 
and the general amelioration of the administration. 

Although much has already been done, and with 
very great advantage to the country, tliere remains 
nevertheless more which is urgently needed for the 
protection of the people against famine and the results 
of drought, altogether apart from any question of 
merely adding to the wealth of the community. 

Competent Indian opinion has long ceased to be 
divided on this point, and whatever differences exist 
relate to the manner of accomphshing the object, not 
to the object to be accomphshed. The views of the 
Famine Commission,^ which have virtually been ac-. 
cepted by all authorities in India, including the Su- 
preme Government, are thus expressed: — 

‘ Until the whole country is more completely sup- 
phed with railways or canals by which food can be 
transported rapidly, cheaply, and in large quantities to 
every part where severe want may exist, the possibility 
of some unusual demand for Government interference 
iu particular locahties, or for special classes of people, 
cannot be shut out, nor the danger of the occurrence of 
a great calamity altogether removed. It is, therefore, 
to the improvement of the internal communications and 
the removal of all obstructions to the free course of 
trade, accompanied by the extension of irrigation in 
' See Beport, Fart I. par. 165. 
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suitable localities and an improved agriculture, that we 
look for obtaining security in the future against dis- 
astrous failures of the food supply in tracts visited by 
drought.’ 

The Famine Commissioners have estimated the length 
of railway which might suffice to meet the require- 
ments of the country in the above sense at 20,000 
miles, of which about 10,000 miles already exist or 
are in iii’ogress, and 10,000 indes are needed ; and they 
consider it probable that less than one half of the length 
above named, or 5,000 miles, in addition to the existing 
hnes, would go far to remove aU future risk of serious 
difficulty. Nor will any smaller scale of construction 
commend itself to any one who carefully considers the 
facts of the case^ In respect to irrigation works also, 
there are still large areas liable to utter devastation by 
drought, which could certainly be protected with great 
direct profit to the agricultural community, and ulti- 
mate full return to the State ; and no single year has 
• passed since the great calamities of 1876-77 without 
giving additional evidence of the absolute necessity of 
doing all that is possible to extend irrigation. 

This is no time to cry ‘ Best and be thankful.’ 
Year after year runs silently by, and the fatal term will 
only too soon be reached when another terrible cata- 
strophe will suddenly arise, though exactly where and 
when we know not. It is in the intervals of prosperity 
which are granted to us that we must prd^are for the 
inevitable future ; and if the lessons of the past still con- 
tinue to be neglected, the responsibility for the conse- 
quences will rest upon those who, having the power to 
avert them, have failed to do so. For any hesitation 
or delay in cariyiug out the works which alone can 
give the country the protection it requires, there is no 
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valid argument to be found either in the probability 
of their causing financial difliculty, or in their insuffi- 
ciency for meeting the end in view. So far from this 
being the case, judicious expenditure on these works 
will certainly supply the only assured means of pre- 
venting frightful mortality and ruin, and of avoiding 
the future waste of milhons on ineffectual famine relief 
with no corresponding permanent benefit to the couutry ; 
and such works, while thus affording protection in time 
of difficulty, will constantly increase the resources of 
the people and render them more and more capable of 
resisting pressure when it arises. Past experience, both 
in what we have done and what we have left undone, 
points to these conclusions. 

The practical point for consideration, therefore, is 
simply, how the means should be obtained for carrying 
out these essential works. Should we continue in the 
course adopted with complete success till lately, or 
should the former policy be given up and a new de- 
parture taken ? The Government, it would appear, » 
has within the last year come to the conclusion that, so 
far as railway construction is concerned, a change 
should be made, that the restrictions which have 
gradually been imposed on the prosecution of these 
works with borrowed money should be increased, and 
that what is termed private enterprise should hence- 
forth be principally looked to for what is required. 
This decision is one of the gravest importance to India, 
and the question to which it is designed to give a prac- 
tical answer calls for the most serious consideration. 

To clear the ground certain preliminary matters 
call for attention. First, it is evident that Lidia must 
long continue to look to this country for most of the 
capital by means of which her progress is to be secured, 
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and, this being the case, we must be prepared to find 
that the profits earned on that capital will be remitted 
to England. As such investments of capital increase 
in amount, these remittances must go on increasing 
also ; their growth will, it is true, indicate growing 
wealth in India, and not, as has often been asserted, a 
drain of wealth fi'om India ; but it must not be over- 
looked that it would certainly be far better for India if 
these works of improvement coidd be carried out with 
Indian capital, so that they should be wholly national, 
their management being conducted in India, and the 
whole of their profits retained in India, including the 
return on the capital as weU as the profits derived by 
the community from their use. In considering this 
subject we are bpund to place ourselves in the point of 
view of a national Indian government, and not of the 
English capitalist. Though we should not hesitate, if 
no alternative were left to us, to accept the works sub- 
ject to the disadvantage of the whole or greater part 
of the direct profits being drawn away to England, and 
the chief management placed there, yet if it be possible 
to secure for India the entire income from the invest- 
ment of the capital expended on its railways, •and the 
complete control over them, we are certainly boufid to 
do it. 

Now experience has established beyond dispute that 
it is within our power both to construct and work rail- 
ways economically through State agency ; and without 
attempting to discuss such a question as the relative 
excellence or economy of management by the State and 
by a company, it may without hesitation be said that in 
the case of lines yielding a profit (to which alone this 
argument is appHcable), the amount which would be 
carried out of the country by a company of foreign 
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capitalists, including as it would both interest on capi- 
tal and profits, must be greater than the charge incurred 
under Government management, which would consist of 
interest only, since the profits, even if smaller, would 
all remain in India. 

In the financial intei'ests of India, therefore, it will 
primd facie be better for the State to become the owner 
of the railways, undertaking their construction with 
money borrowed at the low rate of interest which its 
credit permits, and receiving the excess of the profits 
over that interest, instead of allowing those profits to 
enrich foreign capitalists. To whatever extent the 
profits are retained by the State for the necessary 
charges of the pubhc administration, there must be a 
corresponding diminution in the burdens placed upon 
the people. 

This, of course, applies only to works that are pro- 
fitable. But it may be confidently said that private 
capitalists will not undertake any railway in India 
unless the conditions are such as to render it certain 
that the profits will exceed the interest which would 
have been paid on the borrowed capital, if the fine had 
been undertaken by the State, or would even sufiice 
to pay off the capital debt within a moderate time. 
Further it must be remembered that to complete the 
railways which are admitted to be necessary for the 
safety of the country, many fines must be undertaken 
the profits of which will be small and the growlth of the 
traffic slow, or which may be finally unremunerative 
when considered simply as investments. If, therefore, 
we give up the whole of the profitable fines to private 
enterprise, the burden of constructing the unprofitable 
ones wiU fall on the State without that set-off which 
could otherwise be secured ; and the difficulties of the 
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situation would be aggravated, as has often been pointed 
out, by the discredit thus thrown on the State by its 
management of hnes necessarily unproductive, compared 
with the management by the companies of lines as 
necessarily productive. 

The foregoing argument goes far to show that the 
intervention of companies of foreign capitalists must in 
every case lead to an increase of charge on the country ; 
and as it is a self-evident proposition that the duty of 
the Government requires it to do all in its power to 
provide India with railways at the least possible cost, 
the adoption of the more costly in preference to the 
cheaper system would demand some preponderating 
obligation to justify it. 

The pohcy which has been followed for the last ten 
years has been opposed on various gi'ounds. First, it 
is argued that it is beyond the proper function of the 
Government to undertake such woi'ks as railways, which 
should be left wholly to private enterprise ; and further, 
that the evils of borrowing the requisite sums are so 
great, that it will be i^referable either to leave the 
country, for a lime at least, without railways, or to accept 
the necessary additional cost of employing companies. 

The first of these objections, it is true, has not "been 
put forward openly or unconditionally in the official 
discussions on the pohcy of pubhc works construction 
in India, but it is incontestable that it has largely in- 
fluenced the latest conclusions. All arguments on 
this subject adduced by Indian officials would doubt- 
less be discredited, and fail to convince persons who, 
being ignorant of India, its wants, and . capacities, insist 
on conducting its affairs on the model of England, and 
applying economical and pohtical maxims suited to one 
of the most artificial, advanced, and wealthy com- 
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munities in the world, to a totally different condition of 
society. The matured opinions of one who was certainly 
among the ablest advocates of rational freedom and the 
foremost opponents of the undue extension of Govern- 
ment action, will, however, have a force of authority 
which must command attention and respect. 

‘ In the particular circumstances of a given age or 
nation,’ says Mr. John Mill,^ ‘ there is scarcely anything, 
really important to the general interest, which it may 
not be desirable, or even necessary, that the Government 
should take upon itself, not because private individuals 
cannot effectually perform it, but because they will not. 
At some towns and places there will be no roads, docks, 
harbours, canals, works of irrigation, hospitals, schools, 
colleges, printing presses, unless tjie Government 
establishes them ; the pubhc being either too poor to 
command the necessary resources, or too little advanced 
in intelligence to appreciate the ends, or not sufficiently 
practised in conjoint action to be capable of the means. 
This is true, more or less, of all countries ' inured to 
despotism, and particularly to those in which there is a 
very wide distance in civilisation between the people 
and the..Govemment : as in those which have been con- 
querted and are retained in subjection by a more ener- 
getic and more cultivated people. In many parts of the 
world, the people car do nothing for themselves which 
requires large means and combined action ; all such 
things are left undone, unless done by the Staje. In 
these cases, the mode in which the Government can most 
surely demonstrate the sincerity with which it intends 
the greatest good of its subjects, is by doing the things 
which are made incumbent on it by the helplessness of 
the public, in such a manner as shall tend not to in- 
^ Political Economyy Tol, ii. 4th ed. p. 576, 
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crease and perpetuate, but to correct, that helpless- 
ness.’ 

It is obvious that these opinions were specially 
directed to the actual condition of India, with the ad- 
ministration of which Mr. MiU had been connected for 
a great part of his life ; their wisdom is beyond dispute, 
and it would be impossible to say anything more to 
the point. 

The full acceptance of Mr. Mill’s principles, when 
applied to the case of India, leads immediately to the 
conclusion that progress should be sought by the 
application of the superior knowledge and resources of 
the State, but in such a manner as gradually to accustom 
the people to manage their own affairs, and to entrust 
them with such management as soon and as far as it is 
practicable. Tliis holds true in dealing with economical 
as well as witli political matters. To speak of the 
operations of foreign capitalists in India as though they 
were identical with the spontaneous working of what is 
•commonly described as private enterprise in our own 
country, is a manifest confusion of thought, and every 
argument based on such an assumption necessarily 
invohes a serious fallacy. The intervention o# great 
companies of foreign capitalists, having their seat* of 
business out of the country, differs httle, indeed, in its 
ultimate effects, from the establishment of a strong 
foreign despotism. 

Mr. JVfill very truly imphes that the proper course 
to follow in matters such as these must depend on cir- 
cumstances of time and place and other varying condi- 
tions peculiar to each case ; and it is not intended in 
what is said above to lay down any absolute or invari- 
able rule of action. Circumstances formerly led, almost 
unavoidably, to the general employment for railway 
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construction of companies of British capitalists, consti- 
tuted and managed in England ; and it may still be 
found desirable to make use of companies, though under 
modified conditions. But it is the duty of the State 
when accepting this form of agency to provide the 
means of eventually replacing it by a truly local and 
national system, without undue cost to the pubUc ; and 
to secure at the same time for India the greatest practic- 
able share of the profits, the whole of which are ulti- 
mately derived from the industry of the people of India 
and the natural resources of their country. Tlie true 
interests of India demand tliat foreign enterprise should 
be regarded as a temporary and not as a permanent 
resource ; and so far as it is necessary or expedient to 
accept such aid, this condition shopld never be lost 
sight of. Even in the case of a company which asks 
for no pecuniary assistance whatever from the State, 
or which exclusively employs national capital, the 
mere fact of authorising it to undertake such a work 
as a railway, places it under obligations to the com- 
munity which the Government is bound to enforce. 
On this point also the autliority of Mr. Mil U may be 
adduced. 

‘‘ In many analogous cases,’ he says, ‘ which it is best 
to resign to voluntary agency, the community needs 
some other security for the fit performance of the ser- 
vice than the interest of the managers ; and it is the 
part of the Government, either to subject the J)usiness 
to reasonable conditions for the general advantage, or 
to retain such power over it that the profits of the 
monopoly may at least be obtained for the public. This 
applies to the case of a road, a canal, or a railway. These 
are always, in a great degree, practical monopohes ; and 

^ Political Economy, vol. ii. p. 667. 
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a Government which concedes such monopoly unre- 
servedly to a private company, does much the same 
thing as if it allowed an individual or an association to 
levy any tax they chose, for their own benefit, on aU 
the malt produced in the country, or on all the cotton 
imported into it. To make the concession for a limited 
time is generally justifiable, on the principle which 
justifies patents for inventions ; but the State should 
either reserve to itself a reversionary property in such 
public works, or should retain, and freely exercise, the 
right of fixing a maximum of fares and charges, and, 
from time to time, varying that maximum. It is 
perhaps necessary to remark that the State may be the 
proprietor of canals or railways without itself working 
them ; and that, they will almost always be better 
worked by means of a company, renting the railway 
or canal for a hmited period from the State.’ 

The new arrangements made for working the East 
Indian Eaihvay, which are elsewhere explained, are in 
substantial accordance with these last suggestions. 
Some extension of the general principle they imply 
appears to afibrd the best solution of the much-vexed 
question of how to secure for India the necessary de- 
velopment of railways, with a minimum of Governnient 
interference in detail; the legitimate interests of the 
State, and of the capitalists whose funds are required, 
being at the same time guarded. 

Up,to the present day no attempt has been made to 
carry out a railway in India without Government aid, 
and it remains very doubtful whether English capitalists 
will venture to invest in these undertakings otherwise. 
The failure of the irrigation companies, which were 
unaided or very slightly aided, and the extremely in- 
convenient and costly financial burdens they have occa- 
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sioned, should induce caution in handing over to a pri- 
vate company a monopoly which the interests of the 
pubhc may probably force the Government to take over 
on very disadvantageous terms, in the event of want of 
success in the enterprise itself, or of inability of the 
promoters to carry it out to completion. There can, 
however, be no reason why any substantial scheme for 
constructing a railway on a true basis of private enter- 
prise should not be favourably received, subject to such 
conditions as have been referred to, among which should 
invariably be found an arrangement for the ultimate 
transfer of the ownership to the State, on equitable 
terms. 

But the really practical question for consideration, 
after all, is how to deal with those cases in which un- 
assisted private enterprise is not forthcoming, yet in 
which the Government considers that an undertaking is 
necessary either for the protection of the country from 
famine, or to supply requirements of other sorts, its 
cost being too great to be met from current income. 
The earhest conception was to offer a guarantee of 
interest on the capital required ; but this system was 
deliberately given up ten years ago, and until the pre- 
sent time its resumption has been rejected with substan- 
tial unanimity. It now, however, has reappeared as 
one of the suggested forms of action, though with 
some pretence of disguise under the much abused name 
of private enterprise. , 

Of the objections to the old form of guarantee it is 
not necessary to say much. Its possible results are 
weU shown by the position of such an undertaking as 
the Madras Railway. The original share of 100^. has 
involved the Government in a steady net yearly charge 
of about 21 . 10«. ; wholly by reason of the Government 



OBJECTIONS TO SYSTEM OF GUARAlfTEE. 413 

guarantee the present value of the share has risen to 
126/., and this sum the Government may eventually 
have to pay to the shareholder for a property not 
worth half the amount. Under a system of guarantee 
of interest on capital all the inducements to economy 
and good management are reduced to a minimum. But 
perhaps the worst feature of this system is that it offers 
a constant stimulus to the companies to be lavish in 
their expenditure and to expand their capital. In the 
nature of the case the stock is at a premium, and there 
must therefore be a certain profit in adding to it. The 
Government is always at a disadvantage in any discus- 
sion involving its financial interests, and there is no 
real power of enforcing conti’ol where the management 
is not inclined to acquiesce in it. A system of 
guarantee being once established, it is impossible to 
withdraw from, or limit it ; capital can be procured on 
no other terms, and as a continued expansion of the 
capital is unavoidable with the progress of traffic, the 
liability under the guarantee goes on constantly in- 
creasing. 

Comparing any possible system of guarantee, even 
for a limited term of years, or on a limited capital, with 
State construction from borrowed funds, it may confi- 
dently be said that the former will be more onerous 
than the latter. The refund of the guaranteed interest 
would be contingent on the shareholders receiving a 
part of the surplus profits, which in the other case 
would 1)6 aU taken by the Government. Again, if the 
line be made by the State it becomes State property at 
its actual cost ; in the other case, if a power of purchase 
be reserved (which should be considered obligatory), a 
considerable premium would be required ; and on the 
transfer of the property, whatever precautions were 
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taken, it woulii almost certainly happen that it would 
be found in a less satisfactory condition than if it had 
throughout belonged to the State. In the one case the 
whole character of the works and the general scale of 
the outlay during construction is under the complete 
control of the Government ; in the other, the company 
and its engineers decide all questions of this sort, and 
are likely to view the subject in a very different light. 
Neither could it be hoped that any hmitation of the 
guarantee would effectually protect the Government 
against dangers of increased expenditure in excess 
of a sum first named as a maximum ; for, if the works 
were not completed within that maximum, the Govern- 
ment could not practically compel the company to 
supply the requisite funds without help ; nor in the 
event of any other failure to perform the contract could 
any real remedy be found besides that of taking posses- 
sion of the undertaking, which in such circumstances 
would infallibly involve a considerable sacrifice. The 
history of the Madras Irrigation Company conveys a 
serious caution in this direction ; and that more diffi- 
culties of the same sort have not been apparent in 
deahngiwith the railway companies, may reasonably be 
attributed to the. almost complete absence of restrictive 
clauses from their contracts. 

It is then to be earnestly hoped that no return to 
the old and very objectionable system of giving a 
guarantee of interest on capital will be permitted, and 
that all proposals to re-introduce it under the disguise of 
aided ‘ private enterprise ’ may be wholly rejected. If 
private enterprise is to take a part in the provision of 
railways for India, let it be what it calls itself, and not 
something else under that designation. Any depai'ture 
from this strict rule will infallibly lead to the eventual 
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total disregard of it ; and all expectation of the healthy 
operation of private enterprise truly deserving the 
name, not only in railway construction but in all 
directions, will be stiU further indefinitely postponed, as 
it certainly has hitherto been retarded, by the continued 
grant of guarantees of interest to the large amounts of 
capital required in one form or other for the old 
guaranteed railway companies. 

The exclusion of factitious private enterprise does 
not, however, necessarily involve the more direct forms 
of State construction or working, and least of aU the 
continuance of these operations under the immediate 
direction of a central department of the Government of 
India. Though the transition from the old system of 
guaranteed companies led to this as a temporary 
expedient, there ’are many serious objections to the 
railways of India being worked as parts of a great State 
department. The objections to State construction 
are less ; but even this might often, with advantage, 

, be relegated to other agencies. The case of the East 
Indian Eailway shows that the agency of companies, 
under a lease for a term of years, may be employed 
advantageously for working lines owned by the, State ; 
and there is no apparent reason why a company might 
not also be employed for the construction of railways 
with capital to be provided by the State, as well as for 
theii’ subsequent working. 

Local effort, as elsewhere mentioned, has already 
been usefully exerted, and would without doubt have 
done much more had it not been unfortunately arrested 
at the outset. To it aU reasonable assistance should be 
given. Economy and convenience arc generally secured 
by placing a considerable length of rsulway under one 
management ; but this condition ■wall often be counter- 
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balanced by ’others, and too great weight should not 
be attached to it. Wherever it is possible, local co- 
operation should be sought in some shape, and trust- 
worthy persons, having a knowledge of local wants and 
resources, might profitably be associated with the 
management, or with the Government control which in 
every case would be exercised in some form or to some 
extent. Another plan Avoidd be to conduct the 
management of State railways under the supervision of 
suitable public boards or trusts, such as have been con- 
stituted and work very successfully in the case of the 
ports of Calcutta and Bombay. 

As to the other class of objections, those based on 
financial considerations, it must first be said that it is 
beside our present purpose to discuss the gi'eater or 
less urgency of the demand for the extension of railways 
at the present time. The argument is based on the 
assumption of urgency (the proofs of which are to be 
found elsewhere), and what concerns us here is to 
ascertain the relative advantages and disadvantages of 
difierent ways of meeting the demand. 

It is extremely difficult to understand how the 
assertion can be supported, that the pohcy of borrowing 
to "Construct public works, necessarily or probably 
involves results which must be ruinous, or, at the least, 
mischievous. To make the assertion is of course easy, 
and if its frequent and loud reiteration could prove it 
to_^ be true, nothing more need be said on the subject. 
But there has been no attempt made to support it by 
fact. On the other hand, the evidence which has been 
repeatedly brought forward for some years past, and 
which is again presented in this volume, of the results * 
of experience up to the present time, conclusively esta- 
blishes the certain and great financial advantage which 
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has actually been derived from the prosecution of 
public works with money directly borrowed or applied 
under a guarantee of interest by the State. 

And it is a point of great importance in considering 
this with reference to the future, to bear in mind that 
the obligations imposed on the Government under the 
original contracts with the guaranteed companies, were 
extremely onerous, so that it is certain that in whatever 
form the Government might undertake the construction 
of railways, its liabilities would be far less heavy, even 
after taking account of the circumstance that the old 
main lines occupy the richest districts, and w^ould enjoy 
a larger traffic. 

That the policy of borrowing for the prosecution of 
public works has not created a burden on tlie revenues, 
is no mere statement advanced on the personal authority 
of individuals which might bo discredited. It is esta- 
blished on facts authenticated by the independent testi- 
mony of the published accounts, which cannot be set 
• aside by any mere denial of their accuracy, unsupported 
by specific evidence to the contrary. It has been 
shown in the present volume, from' the facts thus re- 
corded, that, so far from this policy having caused any 
such burden, its financial success has been complete ; 
that not only has there been no increase in the public 
burdens through its operation, but that those burdens 
have been largely diminished ; that the expenditure on 
railways and canals has been in the highest degree 
profitaljle to the country ; and that, while some 
140,000,000^. of borrowed money has been invested 
in these works, the net charge on account of the 
public debt has been reduced in the last twelve years 
by nearly 3,500,000^. a year. The total net charge for 
interest on debt and productive public works outlay 
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of every description does not exceed 3,100,000Z. out of 
a net revenue amounting to 43,750,000/. The gross 
charge for debt is 6,100,000/. against a gross revenue 
of 68,000,000/. — or, say, 9 per cent. Even including 
the whole interest on the guaranteed capital, the total 
possible liability of the State on the supposition that the 
pubhc works produced nothing, would not be more 
tlian 15 per cent, of the gross revenue. The charge 
for debt in our own country is 29,000,000/. upon 
a gross revenue of 85,000,000/., or 34 per cent. It is 
also a fact completely estabhshed, that tlie credit of the 
Government has not been injuriously affected by the 
borrowing for public works during the last ten years. 
The rate of interest is now lower than it ever has 
been before, both in England and India, and no 
difficulty has been experienced in obtaining the sums 
needed. So far, then, as past experience affords a guide, 
it may safely be said that a judicious continuance of the 
policy adopted in the time of Lord Mayo, is not in the 
least likely to lead to inconvenient financial results here- 
after. 

As to the suggestion that ratlier than borrow we 
shouldf do better to rely wholly on resources obtained 
from the current revenue, two things must be re- 
marked. First, to carry out necessary works of per- 
manent improvement from income alone, is in the nature 
of things impossible in India, as it is everywhere else. 
Accumulated capital must be apphed to the task in 
some shape, either at the risk of the State, or o^ private 
persons. Secondly, the actual condition of India is 
certainly not one in which any justification Can be found 
for adding to the burdens of present taxation for the 
purpose of giving advantages to a future generation. 
Nor can we, with this object in view, justly postpone or 
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give up reductions of present taxation ■v^iich otherwise 
would be practicable, and which are of immense import- 
ance in the interests of progress in all directions. It 
has already been pointed out that the benefits secured by 
the extension of railways will certainly be much greater 
some years hence than they can be while the works are 
under construction, or in an immature condition, or so 
long as the country is uninstructed in their use. To 
require their cost to be defrayed from the revenues of 
the year, to any con.siderable extent, Avould be most un- 
just to tlie present taxpayers, who will only partially 
realise their benefits. It is strictly in accordance with 
pubhc equity, good sense, and sound finance to call in 
the credit of the State for the purjiose of distributing 
over a series of years the burden of providing tliese great 
works of permanent improvement. Tliere is no esta- 
blished fact Avhicli supplies a ground for the assertion 
that there is a present tendency to add to the actual 
burden of the public debt. Those Avho affirm this 
commit the absurdity of disregarding the income obtained 
from public works in estimating the charge which 
has been incurred for their construction. It is no 
doubt necessary to do in the future what w'as jlonc in 
the past, namely, to be careful that the net charge for 
public works executed from borrowed money is not 
permitted to go beyond what the revenues can bear. 
To allege that the adoption of this principle is opposed 
to pubhc policy because the charges cannot be so 
regulaffed, and because no proper control can be 
exercised over them, is in flagrant opposition to the 
experience of the last ten or twelve years, which shows 
that the exact reverse is true, and that such a control has 
been exercised, with the result of a great improvement 
in the financial position. 
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The reguLation of the expenditure of borrowed 
money on public works by a consideration of the net 
interest charge incurred after setting off the income of 
the works, in relation to the available revenues, and 
treating any such excess charge as a part of the current 
expenditure of the year, has a complete economical 
justification. The position of the Government in carry- 
ing out works of permanent improvement is by no 
means that of the ordinary capitalist, nor can its action 
be properly determined by the same considerations. 
The capitalist looks only to the direct money return 
obtained from his investments. The Government, no 
doubt, cannot disregard the money return from its 
undertakings, but its essential object is the improvement 
of the public estate. Altogether, apart from, and be- 
sides the direct returns obtained froni works and rail- 
ways, the improvements in the country wliich they 
cause have a very real and a very lai*ge value, though 
this is not susceptible of being defined by a money 
standard, and can find no place in any financial state- 
ment. So long, then, as proper care is taken tliat the 
investments of borrowed money do not permanently 
increase the public burdens, the payment of interest 
on capital, while such works are not directly profitable, 
becomes a legitimate charge against the general reve- 
nues, in consideration of the indirect benefits which 
they secure. 

, In the present condition of India the considerations 
which support the conclusion that it is impoAant to 
reduce the public debt, are almost exclusively pohtical. 
Viewed financially, and in the interests of India itself, 
the charge for- debt is not serious. But it is certainly 
inexpedient in the interests of England to encourage the 
unlimited expansion of the debt of India, vrhich must 
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be so largely held in England. It is, no doubt, very 
difficidt to fix attention on possible dangers of that in- 
definite future when India may cease to be a British 
dependency, and on the risks of a failure of the income, 
derived from large investments of Enghsh capital in 
works or securities, dejiendent on India for its reahsa- 
tion. But these dangers and risks, though distant, 
should not be left out of sight. 

Ilence it will be a step in the right direction to ac- 
quire for India the full property in its great pubhc 
works, and as far as practicable to apply their surplus 
income to the discharge of the capital outlay they have 
involved. But the obligations on the Government to 
place the country in a secure ]iosition for meeting the 
terrible disaster^ in the shape of famine, to which it 
io still subject, are paramount. Until this end has 
been attained, every other object should be regarded as 
secondary. 

The need is urgent of securing a sound fiscal system 
for the future, of adjusting more equitably the' burdens 
on the people, and of freeing the springs of wealth by 
removing existing obstacles to the expansion of trade. 
To attain all these objects a strong financial position is 
necessary. It is only with an assured surplus, derived 
from a revenue fairly contributed by all classes of the 
community, that the remission of objectionable taxes, 
and a prudent discharge of the pubhc debt, can be 
secured without interfering with the provision of 
material improvements essential for present safety and 
future progress. 

The necessity for restricting the expenditure to the 
smallest sum that will provide efiicient works is obvious. 
The magnitude of the task to be accomphshed in rela- 
tion to the available means at our command, should 
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enforce the strict limitation of the projects accepted for 
execution, to what is essential to meet the requirements 
of sound construction and provide for a moderate 
traffic ; everything beyond this, whether of luxury, or 
in anticipation of future wants, should be postponed or 
discarded. 

Complications have by degrees been introduced 
into the rules under which borrowed money is applied 
to public works, which are merely mischievous and 
misleading, and the sooner the original simple plan is 
reverted to the better it will be. This plan was to treat 
alike, in dealing with their income and charges, all 
woiks of the same actual character, irrespective of the 
sources wliich supplied tlie funds required for tlieir 
construction, and to determine the extent to which 
funds should be obtained by borrowing, on a considera- 
tion of the urgency of the demand, and of the capacity 
of the revenues to meet the charges for interest in ex- 
cess of the anticij)ated income of the whole of the 
works. Considerations which properly arise in respect 
of the manner of obtaining the funds for construction, 
have no legitimate bearing on the subsequent financial 
treatme'nt of the works when constructed. Purely 
technical distinctions have now been created between 
works called ‘ productive,’ ‘ protective,’ and others, which, 
having identically the same actual characters, are called 
neither the one nor the other. Those works are held 
to"be ‘productive,’ and are exclusively carried ovt with 
borrowed funds, which are estimated to yield, in a time 
arbitrarily fixed, an arbitrary rate of profit, on an outlay 
also estimated on arbitrary rules. Other works, abso- 
lutely identical in every respect, excepting that they 
cannot be brought within these precise limits, but will 
presumably afibrd protection against famine, have been 
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called ‘ protective ’ and may be constl'ucted out of 
revenue only. Nor is this all ; for woiTcs, ^till identical 
in essentials, though not requiring borrowed money, for 
their execution, nor calculated to give special protec- 
tion against famine, fall into another category. Differ- 
ent rules are laid down for the sanction and treatment in 
the accounts of these various classes which are undis- 
tinguishable in any other way. Tlie ‘productive’ work 
may quite possibly giv^e a smaller net return than the 
‘ protective ’ ; and it has even happened that different 
portions of the same railway have fallen within different 
classes. 

Such a system makes it extremely difficult, even 
for those most familiar with it, and conversant with 
the actual position of the various works, to acquire a 
p’’oper insight into their operation ; while to others, the 
result is hopeless confusion. It may perhaps appear 
incredible, but it is true, that under the existing 
rules, strictly applied, the East Indian Railway would 
have been proscribed, and the construction of the 
Ganges canal would have been impossible ; nor is it 
wonderful that these artificial barriers are disregarded, 
how ever demoralising the practice, whenever ,the su- 
preme controlHng authority desires to find a plausible 
excuse for doing so. 

It can hardly be too often or too plainly repeated 
that no real safeguard against the waste of the public 
resources is to be found in the multiplication of restric- 
tions, ^hich may wholly arrest the expenditure, but are 
powerless to control its economical application ; nor in 
establishing checks exercised upon estimates only, by 
distant authorities — the Government of India and the 
Secretary of State — ^who can have but an imperfect 
knowledge of local wants and capacities. No provision 
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ia thus made* for guarding against the actual conse- 
quences of error, nor for obtaining any self-acting system 
of check which sliall throw back the burdens of ill- 
considered expenditure on those who recommended it. 

The true method of obtaining the requisite securities 
in this, as in all other public expenditure, is to substi- 
tute for a merely restrictive financial policy directed by 
a centralised authority, one based on the recognition of 
the etficacy of local responsibihty. The expansion of 
provincial financial authority would secure such a result. 
A healthy constitutional sense of responsibility would 
be established which should ensure the eflicient per- 
formance of all local administrative services, and the 
punctual discharge of all local liabilities, without the 
interference in details of a central authority. It would 
be easy to define the limits beyond which the provincial 
revenue might not be charged by reason of interest on 
borrowed capital, and, that limit being reached, outlay 
should be stopped until by an increase of income or 
reduction of expenditure an available margin had been 
restored. Arrangements could be made for the dis- 
charge year by year of a fixed proportion of the debt 
incurred for carrying out local improvements, so that 
the burden of their first cost might be distributed over 
a term of years, while the indefinite accumulation of 
liabihties would be prevented. The whole of the 
charges and income of the works being locahsed, the 
provincial revenues would reap the advantage of 
economy and good management, while the consequences 
of insufficient estimates or other deficiencies would be 
immediately brought home to those responsible for 
them. 

Reasons have elsewhere been given for regarding 
the State income derived from railways, as one of the 



IMPORTANCE OP RAILWAY REVENUE. 426 

certain and growing sources of revenue ‘which it is of 
the greatest importance to retain and develop, and the 
liope may again be expressed that it will not be endan- 
gered by rash departure from a policy which has 
already given such substantial proofs of its wisdom. 
Doubtless the railways should not be worked with a 
view to obtaining from them any excessive income, or 
more than may fairly be asked in return for the ser- 
vices rendered. In fact increasing receipts, and rela- 
tively reduced ex])enses, will follow only on a moderate 
tarill', of which the evidence is as complete in India as 
elsewliere. 

Little further remains to be said on these matters. 
Although the j)ublic interests imjjeratively demand that 
the great Avorks, to which special reference has now 
been made, should be retained by the State as public 
]woperty for the benefit of the people of India, it is ira- 
])ossible to doubt the inestimable importance of 
encouraging the application, by ])rivate enterprise, of 
English capital to purposes of Indian improvement. 
There is ample and almost boundless scope for such 
investments in undertakings, the successful prosecution 
of Avhich is incompatible Avith Government interference 
in any shape, and in respect to which complete freedom 
of action is as essential in the public interest, as is State 
control in the case of railways and canals. 

Full explanations have already been given regarding 
the development of provincial financial responsibility ; 
and jftnong the subjects discussed in this volume, there 
is assuredly none of greater practical moment. On 
one of its aspects, however, something remains to be 
said. It is one of the present inevitable conditions of 
Indian administration that it should be almost entirely 
free from the immediate control of Avhat is commonly 
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described as public opinion. To some small extent, in- 
deed, this may be said to operate in the local legislative 
councils, on the branch of business which is there con- 
ducted. But in respect to the public expenditure, it 
stiU has to be called into action. There is no portion 
of the work of administration in which the expression 
of public opinion, even if it were not always intelligent, 
would be more useful, and measures by which it could 
be encouraged and called forth would not only be 
beneficial to the local government, but valuable as 
steps in political education. The larger authority 
which is now vested in the local governments in finan- 
cial matters, would gain in efficiency if exercised with 
increased publicity, and local discussion by a body not 
wholly composed of officials would, no doubt, prove in 
India, as elsewhere, to be an important aid to the 
economical administration of the finances. 

Nothing could be more foolish than to attempt to 
create assemblies having plenary power over the public 
income and expenditure. India is not a country for 
such experiments. What is really to be desired is not 
to weaken the action of authority, but to take a step 
toward^ the formation of a public opinion which shall 
assist the responsible Government for the advancement 
of provincial and local objects. Checks, which under 
diflerent social and political conditions are useful and 
necessary, would be wholly out of place, and the object 
in_^view could probably be safely obtained by creating 
local consultative bodies, before which would be 'placed 
every year the provincial budget estimates of receipts 
and expenditure. The local government would be ex- 
pected to set these forth in detail, and to explain any 
portion of the estimates the policy of which was 
challenged. Such a body should contain the chief 
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executive officers of the local government, together 
with non-official persons of local knowledge, weight, 
and intelligence. Pohtical discussion should under no 
circumstances be permitted, the business being re- 
stricted to the consideration of the estimates, so far 
as they lie within the hmits of the authority of the 
local government. The existing constitutional law of 
India entrusts aU questions of taxation to the final 
decision of the Government of India, and no infringe- 
ment of tliis rule should bo permitted, Further, to 
prevent misconceptions as to the scope of the func- 
tions to be performed, it would be inexpedient to 
entrust tliem to the existing local legislatures, or to 
combine with those legislatures such bodies as those 
which it has now^been proposed to create. 

The relation of the Government of India to the 
general financial administration of the whole country 
is so entirely dilTerent from that which subsists between 
the local governments and their financial administiation, 
tliat no true analogy can be established between them ; 
the chief arguments which go to support such pro- 
posals as have been made in respect to the provincial 
governments are therefore inapphcable in the *case of 
the Government of India. No corresponding body 
could possibly be created in connection with the 
Supreme Government. 

Among the other subjects already treated at some 
lengthy there are some of exceptional importance, in 
relation to which the policy adopted in the immediate 
future is likely to have dominant influence on the fiscal 
history of India. 

Some advance has been made towards the more 
equitable adjustment of the public burdens, by giving 
greater relief to the poorer classes, and placing a fairer 
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share on the* rich. This is an object of incontestable 
importance, and for its more complete attainment the 
present improved condition of the finances offers fresh 
facilities. It would be a great misfortune if the surplus 
revenue, which has now been secured, were apphed 
otherwise or dissipated. To abandon the measures 
which have been taken for the partial redress of these 
inequalities, such as the licence tax on the most 
wealthy class of traders, and the cesses on the land in 
Bengal, would be to sacrifice ground gained with diffi- 
culty in a most just cause. 

But it is not to be concealed that there are powerful 
influences in operation, seeking such a movement, and 
that strenuous efforts will be required to resist it, and 
to secure, instead, the further remission of those burdens 

I 

which still weigh in undue proportion on the great 
mass of the population. Among such burdens should 
be specially named the Salt duties. It has been shown 
in this work how successful have been the measures 
already taken for their reduction, and how essential it 
is, in the interests of the people and the finances, that 
those measures should receive a further and large 
development. 

..K'ot less grave are tlie considerations which demand 
the early remission of all imposts on trade. To ensure 
the application of tlie capital which India requires 
for her proper development, involving as this does the 
continued growth of the foreign remittances, already 
so large, wider markets will be necessary for her 
increased and more valuable produce, and these can 
only be profitably found in combination with a corre- 
sponding expansion of her import trade. The conditions 
under which her further progress is possible, demand 
the most complete removal of all obstacles to the freedom 
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and growth of her commerce, both fiscal hnd material. 
How she responds to the removal of such obstacles is 
illustrated in a remarkable manner by the sudden 
creation of the wheat trade, following immediately on 
the remission of the export duty, and the opening up 
by railways of the irrigated wlieat-producing districts. 

Improvement in tlie material condition of tlie people 
of India, without wliich no other forms of progress can 
be assured, is to be obtained only through an accumu- 
lation of wealth accompanying a steady development 
of the foreign trade. The means of accomplishing 
this are obvious and quite Avithin our reach ; if we 
fail to provide them, we faU to fulfil a most imperative 
duty of the governors to the governed. These means 
lie, as this volume seeks to establish, in an intelligent 
extension of the great public works which the country 
requires, whereby Avill be ensured its future well-being, 
and the continued prosperity of its finances. 
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ceipts of llorno Treasur3^ 
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„ 6. Subheads of Homo cbargcs 

under Army and Stoics. 


Table 7. Account of Productive public 
works. 

„ 8. Corresjjondence of Tables 3, 
7, and 10. 

„ 9. Correction of Productive 
public works acc^ount for 
Rail way Loss b\ Exchange. 

„ 10. Account of Public l)ebt. 
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Statement No. General Omparison of Total 


' Head of Account 

1869-70 

1870-71 

1871-72 

1872-73 

1873-74 


£ 

£ 

£ 

£ 

£ 

1. Gross revenue . . . . 

5^,249,003 

56, .5.59, 337 

56.451,028 

56,617,394 

57,766,171 

2. Gross expenditure . 

56,124,334 

5.5,076,347 

53, .326,851 

54,851,722 

59,57.3,839 

3. Gross surplus or delieit . 


1,482,990 

.3,121,177 

1,765,672 


4. Net expenditure on Afglian | 
war, including frontier s 
railways . . . J 

m 





5. Surplus or deticit, excluding \ 
line 4 . . . . J 

118,669 

1,482,990 

3,124,177 

1,765,672 


6. Expenditure on famine relief 

83,230 

448 

.5,531 

763 

3,876.923 

7. Surplus or deticit, excluding! 
also line 6 . . . J 

201,899 

1,483,438 

3,129,708 

1,766,1.35 

2,069,255 

8. Assets of military funds ere- ! 
dited . . . . J 

244,95.3 

472,329 

331,308 

252,505 

306,471 

9. Loss of exchange saved by) 
short remittances , j 

75,323 

190,273 

78,189 


87,581 

10. Excess or deficient expendi-*] 






ture charged on Bengal 1 
opium . . . . J 

5?,09/ 


495,749 

41,190 

i45,000 

11. Total lines 8 and 9, less line 10 

282,179 

575,717 

905,216 

261,ls»8 

309,052 

12. Surplus or deticit, excluding ) 
also line 11 . . , J 

S0,2S0 

907,721 

2,224,402 

1,. 505,237 

1,700,203 


Statement No. 2, —Net Ikrenue 


Head of Account 

1869-70 

1870-71 

1871-72 

l'l>72-73 


£ 

£ 

£ 

£ 

(a). Land revenue, excluding capitation tax . 

20,811,905 

20,335,078 

20,267,5.32 

21,054,495 

lb). Tributes and contributions from native 
stales ...... J 

(c). Forests 

765,126 

719,421 

744,0.36 

741.466 

158,854 

77,350 

1.51,066 

176,3.50 

(d). Opiuili 

6,132,387 

6,0.31,034 

7,657,187 

6,870,415 

(e). Miscellaneous 

141,606 

’i89,0/,4 

134,868 

73,122 

Total revenue other than taxes 

28,009,878 

26,774,439 

28,954,689 

28,769,603 

(/). Excise on spirits and drugs 

1,991,039 

2,079,853 

2,231,238 

2,189,00.3 

(ff). Capitation tax 

201,395 

202,727 


212,442 

(Ji). Assessed taxes 

1,026,400 


797,208 

681,733 

(?.). Previncial rates 

1,235,496 

1,303,602 


1,819,213 

{/). Customs 

2,167,797 

2,353,655 

2,U1,449 

2,402,336 

(k). Salt 

6,462,501 

6, 686, ,336 

5,456,066 

6,643,366 

(Z). Stamps and registrar ion . 

2,280,670 

2,391,88.3 

2,387,314 

2,643,064 

Total taxes 

14,365,298 


14,995,928 


Total net revenue 

42,375,176 

42,780,417 

4.3,9.50,617 

44,160,749 

Total net expenditure (Statement 3) 

42,418,230 

41,769,308 

41,162,217 

42,646,819 

Net surplus or deficit .... 





Add assets of military funds and de- 1 
duct war and famine expenditure / 

161,723 

471.881 

325,777 

B 

Surplus or deficit as in Statement 1, line 3 

' 118,669 

1,482,990 

3,124,177 

1,766,6721 


N.B. Figures in Italics signify 
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m 


ftfrnue and Kxpndihm from lRfiS-70 tu 


1874-75 

1875-76 

1878-77 

1877-78 

1878-79 

1879-80 

Kstininte 

1880-81 

Total 

£ 

50,121,089 

58,801,802 

£ 

60,168,0.35 

58,489,090 

£ 

59,227,533 

61,410,31] 

£ 

62,073.94S 

65,617,035 

£ 

65,201,569 

63,167,323 

£ 

68,484,666 

69,667,615 

£ 

70,783,61.‘ 

77,003.38!; 

*£ 

728,687 388 
733.109,711 

319,197 

1,668,945 


3,543,0s: 

2,034,246 


6,219,76: 

4,422,353 





676,219 

6,100,474 

11,295,660 

18, 072, .353 

319,197 

1,668,945 

2 , 7 ^' 2 , 77 'S 

3,543,0s: 

2,710,465 

4,917,52.-) 

5,075,893 

13,6.50,0(0 

2,242,9(51 

6(» 1,966 

2,115,431 

.'j,36(i SV5 

31 3.421 • 

1(13,990 

47,281 

1 1.788.8|it 

2,562,158 

2,270,911 

^7^347 

1,823,788 

3,023,885 

5, 021, Bln 

5,123,174 

28,438,81: 

362,178 

413,627 

283,270 

281,688 

349,940 

213,943 

27,000 

3,599,212 

284,037 

82,559 

299,831 

724,083 

512,74^ 

81,662 

416,1.32 

1,773.427 

S6S,3^2 


7SS,732 

• 

6S7,4S3 

422,422 

268,126 

58,237 

1,073,299 ; 

277,833 

261,762 

205,651 

318.28S 

259,616 

563,731 

500,369 

1,299,340 i 

2,284,325 

2,019,149 

168, ,304 

1,505,500 

2,764,269 

4,457,784 

4,622,805 

24 , 1 : 39 , 479 1 

fnm 1869^70 to 1880-81. 

1673-fl 

1874-76 

1876-76 

1876-77 

1877-78 

1878-79 

1879-80 

Estiniatiti 

1880.81 

£ 

20,772,672 

£ 

21,036,606 

£ 

21,212,412 

£ 

19,577,827 

£ 

19,741,198 

£ 

22,187,183 

£ 

22,125,807 

£ 

21,414,000 

768,544 

724,972 

726,188 

694,934 

675,120 

703,660 

702,461 

751,000 

231,468 

6,323,395 

95,000 

162,073 

6,214,782 

627,660 

274,651 

6,252,026 

242,678 

156,373 

6,280,781 

90,794 

236,036 

6,521,337 

84,570 

149,451 

7,699,032 

25,872 

208.933 
8,249,808 
.W 313 

223.000 

•8,466,000 

31,000 

28,191,069 

28,756,093 

28,707,856 

26,800,709 

27,268,261 

30,705.198 

31 231,686 

:;o, 885 ,oo() 

2,189,011 

221,829 

1 29,617 

1,740,840 
2,374,090 
6,661,482 
2.635,792 

2,252,669 
228,364 
17,382 
1,786,167 
2,422, #14 
6,732,371 
2,649,704 

2,403,809 

222,440 

14,336 

1,788,112 

2,470,391 

6,699,483 

2,740,363 

2,426,506 

235,707 

14,063 

1,839,567 

2,220,028 

6,786,626 

2,756,761 

2,356,424 

241,065 

96,898 

2,205,357 

2,348,729 

5,874,071 

2,935,702 

2,525,675 

252,237 

837.312 

2.. 544.507 
2.060,906 

6. . 503. 031 

3.065.. 378 

2,714,064 

261,117 

696,651 

2,826,562 

2,026,513 

6,89.5,713 

3,149..358 

2.967.000 
266,000 
497,000 

2.731.000 

2.269.000 , 

6.673.000 
.3,243,000 

14,842.661 

15.087,771 

15,3.38,934 

15,279,158 

16,068,246 

17,788,946 

18,569,978 

18,646,000 

43,033, #30 
41,330,846 

4.3,843,864 

41,643,884 

44,046,789 

42,189,505 

42,079,867 

42,400,484 

43,316,607 

41,774,407 

48,494,143 

46,820,198 

49,801,664 

44,994,092 

49.431.000 

44.336.000 

1,702,784 

2.199,980 

1,867,284 

320,6 f 7 

1,542,100 

2,673,945 

4,807,572 

5,()96,(X}0 

S,5i0^2 


ifsB,H39 

i:S62,i6f 

5,0S5ylB7 

639,699 

5,990,521 

11,316,000 


319,197 

1,668,946 

2,iS2,77S 

3,543,087 

2,034.246 

1,182,949 

6,220,000 


iletioit or ezceu expeuditun. 


r t 
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Statement No. 3.— AW Expim- 


He.id of Account 

1869-70 

1870-71 

1871-72 

1872-73 

1. Land revenue 

2. Administration 

3. Minor departments 

4. Mint 

5. Post office 

6. Telegraphs. . .... 

7. Law and justice 

8. Police 

9. Marine 

10. Education 

LI. Ecclesiastical 

12. Medical 

13. Political 

14. Stationery and printing .... 

£ 

2,790,375 

1,434,728 

190,676 

56,150 

33,409 

296,267 

2,145,233 

2,223,837 

989,793 

766,445 

161,126 

445,360 

415,367 

361,787 

£ 

2, 733, .589 
1,367,390 
247,962 
32,859 
17,324 
265,669 
2,292,974 
2,103,048 
426,966 
702,619 
1.53,553 
622,287 
361,120 
390,519 

£ 

2,759,596 

1,475,832 

301,967 

11,^30 

S2,615 

222,234 

2,290,289 

2,172,329 

379,839 

678,303 

1.58,190 

498,774 

316,105 

188,8.54 

£ 

2,806,371 
1,478,308 
377,217 
31,949 
188,877 
233,747 
2,259,757 
2,176,640 
366,8.32 
731,296 1 
156,881 : 
549,982 i 
392,.300' 
203,313 

Total effective civil services 

12,188,152 

11,607,879 

11,347,866 

11,943,470 j 

16. Furlough allowances .... 

16. Superannuations 

167,918 
993, .581 

176,068 

1,119,040 

173,029 

1,099,654 

166,069 

1,238,169 

Total non-effective civil services 

1,151,499 

1,294,108 

1,272,683 

1,394,228 

17, Allowances under assignments and! 
treaties j 

1,86.3,615 

1,756,973 

1,724,610 

1,749,890 1 

1 

18. Interest 

19. Public works, including guaranteed in- 1 

terests J 

6,245,187 

6,635,796 

6,496,101 

6,798,753 

5,598,011 

6,807,576 

6,340,483 

6.542,227 

Total interest and public works 

11,880,983 

11,294,8.54 

11,405,587 

11,982,710 

20. Exchange 

102,786 

341,636 

172,612 

463,674 

21. Army* 




14,696,928 

22. Provincial and local surplus or deficit 

15,939 

861,012 

494,876 

616,919 

Total net expenditure .... 

42,418,280 

41,769,308 

41,152,217 

42,646,819 


N.B. Figures in Italics signif 


• o 

Statements Nos. 1, 2, and 3. — The gross revenues and 
expenditure in Statement No. 1, and the net revenues and 
expenditure in Statements No. 2 and No. 3, have been taken» 
from the latest returns prepared by the Government of India, 
abstracts of which have recently been published^as a Parlia- 
mentary paper dated June 2, 1881. For the ten years 1869->7Q 
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diturefrom 1869-70 to 1880-81. 


1873-74 

1874-76 

1876-7C 

187C-77 

1877-78 

lfi78-79 

ls7n-8<> 

E'Ntimatc 

I8^u-8l 

& 

2,862,92.3 

1,618,486 

347.164 
11,103 

194,772 

161,199 

2,380,352 

2,192,681 

299.164 
763,621 
163,733 
571,699 
366,766 
194,698 

£ 

2,845,772 

1,556,905 

347,936 

264U 

156,904 

145,630 

2,472,183 

2,208,016 

299,089 

845,177 

166,174 

599,158 

404,604 

203,737 

£ 

2,935,336 

1,644,273 

367,368 

2MS 

138,449 

184,120 

2,514,715 

2,220,002 

399,478 

876,103 

162,160 

624,337 

430,444 

197,377 

£ 

2,876,261 

1,489,967 

317,205 

122.314 
131,900 

2.673,846 

2,289,595 

466,934 

855.315 
163,844 
621,137 
.506,319 
404,390 

£ 

2,029,024 

1,489,940 

318,410 

311,776 

113,598 

122,46.5 

2,600,757 

2,224,218 

310,892 

848,469 

158.030 

642.031 
469,072 
406,482 

£ 

2,940,554 

1,487,852 

270,416 

121,664 

99,227 

2,701,7.37 

2,212,620 

298,269 

837,236 

155,200 

626,986 

448,793 

424,899 

X 

2,914,976 
1,492,280 
2o8,978 
121M0 
* 141,182 

. 54,409 

2,661,683 

2,270,098 

272,653 

828,219 

1.56,012 

613,891 

430,571 

362,490 

£ 

2.956.000 

1.543.000 

323.000 
6.000 

153.000 

35.000 

2.695.000 

2.282.000 

325.000 

839.000 

159.000 

628.000 
521,000 
428.()()0 

12,018,141 

12,223,870 

12,681,289 

12,689,774 

12,321,621 

12, 556, .509 

12.227,504 

12.723,000 

268,464 

1,188,134 

216,704 

1,439,636 

229,1 99 
1,601,.382 

235,99«) 

1,471,73:) 

237,362 

1,564,659 

231, .561 
1,679,786 

1 

215.002 

1,885,491* 

224 000 
1,864,000 

1,446,698 

1,656,239 

1,830,5^1 


1,802,021 

1,911,347 

2,100,591 

2,088,000 

1,856,700 

1,738,368 

1,713,724 

1,672„543 

1,646,093 

1,826,484 

1,814,635 

1,908,000 

6,324,594 

4,854,032 

4,986,589 

5,260,954 

6,563,576 

6,738,523 

5,844,767 

5,655,000 

6,31|,472 

6,416,862 

6,087,670 

4,669,982 

3,213,584 

4,745,783 

3,600,137 

3,8.52,000 

11,644,066 

11,269,884 

11,074,259 

9,920,936 

8,777,160 

10,484,306 

9,444,904 

9,507,000 

691,362 








14,218,378 

14, 386, .333 

14,262,848 

14,866,639 

15,769,780 

j. 5, 44 1,488 

16,866,756 

15,466,000 

4UiS99 

m^53 

407^9 

133,613 

365,593 

715,40) 

613,299 

90,000 

41,330,846 

41,643,884 

42,189,505 

42,400,484 

41,774,407 

45,820,198 

44,994,092 

44,335,000 


receipts in excess of expenditure. 


to 1878 - 79 , the finance and revenue accounts presented to 
Parliament have been revised, so as to include the provincial 
and local revenue and expenditure, which are now incorporated 
* in the annual accounts on a uniform system. Any one desirous 
of making a correct detailed comparison of the finances for the 
past twelve years can only do so by reference to these revised 

F F 2 
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accounts, which Rave been specially prepared by the Govern- 
ment of India for the purpose. The figures for 1880-81 are, 
in all cases, those adopted for the revised estimates, which are 
in most cases based on actual results for ten months. 

The net revenue under each head in Statement No. 2 has 
been obtained by deducting from the gross revenue the refunds 
and charges under the same head, and the net expenditure 
under each head in Statement No. 3 has been obtained by 
adding refunds to the gross expenditure and deducting the re- 
ceipts appertaining to that head. 

The finance and revenue accounts for the year 1880-81 
have not yet been closed. The figures for that year in these 
Statements are approximate ; they have been taken from the 
Parliamentary return with certain modifications obtained ap- 
proximately from such sources as were available, to provide for 
refunds, of which details are not given in that return. 

In the case of land revenue, which appears both as revenue 
and expenditure, the gross capitation tax (which is shown net 
separately under revenue) has been deducted from the land 
revenue, under which head it appears in the public accounts, and 
the commission paid on the collection of that tax has been de- 
ducted from the expenditure under the same head. In the 
year 1869-70 the amount of this commission is not recorded 
in the public accounts, and has been assumed with reference to 
the amount recorded in the following year to have been 20,000Z. 
The entries undc^' this head also are made to include the land 
revenue 6ue to irrigation, and therefore differ from the figures 
in the Parliamentaiy return above referred to, which show this 
part of the land revenue, though in an incomplete manner, as 
public works income after the year 1876-77. 

The net receipts under ‘ Stamps and registration ’ have been 
thrown together in Statement No. 2. Before 1879-80 the 
registration receipts and charges were included in the accounts 
under the head ‘ Law and justice,’ and are so shown in the 
Parliamentary return. In these Statements, however, they 
have been removed from the hea^l ‘ Law and justice,’ and the 
net receipts have been added to the net stamp revenue. 

The head ‘ Miscellaneous,’ which appears in the Parliament- 
ary returns on the net expenditure side of the account, is shown 
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in Statement No. 2 as net revenue, because the receipts usually 
exceed the expenditure. 

In Statement No. 3, under the head ‘ Superannuation,’ the 
assets of the Military funds, which were credited in the accounts, 
have been excluded, for reasons which have been explained in 
Chapters IV. and V. The annual details of these credits are 
given in Statement No. I. From the head ‘ Army ’ has been 
deducted the net expenditure on the Afghan war, and the ex- 
penditure on frontier railways has been treated as a part of the 
war charges, the whole of which are excluded from Statement 
No. 3. The expenditure on famine has also been omitted from 
this Statement. The reasons for these omissions are explained 
in Chapter V. Details of the omitted expenditure will be found 
in Statement No. 1. 

The entry under ‘ Interest ’ in Statement No. 3 includes 
the interest on the Productive public works debt, which is 
therefore here excluded from the head ‘ Public works.’ In this 
respect the entries differ from the Parliamentary return, which 
shows the interest in question under ‘ Public works,’ and also in- 
cludes, though imperfectly, the land revenue due to irrigation, 
as before explained. With these modifications the entry in 
Statement No. 3, under ‘ Public works,’ includes the whole net 
charges as shown in the Parliamentary return, excepting those 
on account of frontier railways, which are treated as an incident 
of the Afghan war, and therefore omitted from this Statement. 
The separate Statement No. 7 brings together all the»elements 
of revenue and expenditure connected with Productive public 
works. 
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Statement No. 4. — Qroa Dishunements and 


Head of Account 

18fi9-70 

1870-71 

1871-72 

1872-73 

Gkoss Disbursements. 

Interest on debt 

X. 

2,209,000 

£ 

2,350,000 

£ 

2,437,000 

£ 

2.467.000 

220,000 

157.000 

1.131.000 

617.000 

Oiml 

India office 

Civil furloughs 

Superannuations 

Departments in India ..... 

212,000 

161,000 

1,007,0(K) 

466,000 

215.000 

177.000 
1,052,000 

577.000 

218,000 

174.000 
1,095,000 

338.000 

Total 

1,836,000 

2,021,000 

1,825,000 

2,025,000 

Bemittancm 

Service funds 

Postage 

Family remittances 

Miscellaneous 

186,000 

44.000 
676,000 

13.000 

918,000 

2,7r>4/)00 

144.000 
43,000 

663.000 

173.000 

135.000 
89,000 

604.000 

112.000 

" 840,000 

132.000 
63,000 

422.000 

190.000 

Total 

913,000 

797,000 

Total civil administration . 

2,934,000 

2.665.000 

1.332.000 

1.373.000 

2,822,000 

Army 

Effective 

Non-effective 

1.437.000 

1.190.000 

1.463.000 

4.141.000 

1.43.3.000 

1.280.000 

Total 

2,627,000 

2,604,000 

2,705,000 

2,713,000 

Stares 

Civil and military 

1,414,000 

1,426,000 

1,249,000 

1,146,000 

Public Works:— 

Capital 

Railway stores ...... 

1,045,000 

124,000 

11,000 

38,000 

111,000 

297,000 

Total 

1,169,000 

49,000 

~lli,’()00 

297,000 

Glwraiitecd Itailrcays : — 

Capital 

Interest, &c 

t. 

2.897.000 

4.138.000 

5.344.000 

4.353.000 

9.697.000 

2.499.000 

4.546.000 

1.467.000 

4.619.000 

Total 

7,035,000 

7,046,000 

r^() 86,600 

Advances 

47,000 

Tooo 

8,000 

5,000 

Debt discharged 

601,000 


6,000 


Grand total 

17,766,000 

19,060,000 

16,225,000 

16,536,000 

Gross Receipts. 

Revenues^ 

Advances repaid 

Rills sold, &c 

Guaranteed railway capital .... 
Debt incurred 

* 194.000 

1.615.000 
6,980, 0(;0 

4.794.000 

4.039.000 

178.000 

245.000 

9.016.000 

7.612.000 

2.424.000 

19,474,000 

222,000 

1(4),000 

10,310,000 

3.689.000 

1.413.000 

221,000 

616,000 

13,939,000 

938,000 

Total 

17,622.000 

16,740,000 

16,713,000 

Opening balance 

3,026,000 

2,892,000 

3,306,000 

^821,000 


N.B. The sum of 9,566,000/. was added to the Debt in 1879-80 in part purchase of the East 
2,000,000/. under Advances repaid, in 1880-81, is part of the English contribution towards the 
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RecdjfU of the Home Treasury from 1869 1881. 


1873-74 

1874-75 

I876-7C 

1876-77 

£ 

2,434,000 

£ 

2,191,000 

£ 

2,161,000 

£ 

2,318,(K)0 


1,076,000 800,000 1,076,000 1,356,000 










1,002,000 

84,000 

1,040,000 

4,000 

736,OCH) 

608,000 

1,138,000 

683,000 

9,666,000 

776,000 

1,266,000 

l.OOJ.OOO 

1,124,000 

740,000 

608,0(X) 

1,138,000 

683,000 

10,341,000 

1,266,000 

1.270.000 

4.632.000 

1.671.000 

4.660.000 

2.897.000 

4.667.000 

2.443.000 

4.687.000 

2.590.000 

4.685.000 

1.799.000 

4.739.000 

1.279.000 

4.787.000 

1.637.000 

4.298.000 

5,902,000 

6,231,000 

7,654.000 

7,130,000 

7,276,000 

~6,538,000 

6,066,000 

~6,836,000 

6,000 

1,000 

12,000 

4,000 

3,000 

7,000 

f,000 

6,000 

4,994,000 

1,000 


600,000 


3,376,000 

2,610,000 

• 4,463,000 

21.082,000 

16,412,000 

17^0^000 

18,390,000 

18,792,000 

20,805,000 

29,509,000 

22,016,000 


Indian Railway, and appears^ in that year also as a charge under Public works The sum of 
cost of the Afghan war. 









Statemevt No. 5.— Abstract of JVet I>isbuT*e7Mnts and Receipts of tJu: Ho,»e Treagury from 1869 to 1881. 



N.B. The amount of rlebt incurred in 1879-80 for the East Indian Railway is excluded both from the net receipts and disbursements. 



PiKtrihuti^n of the Charge* for Ar,ny and Stores, chief suh-ht-ndn, from 1869 to 1881. 
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N.B. Figrures with ( + ) before them signify receipts in excess of charge. 
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X. Figures with ( + ) before the.n signify reeeipts in excess of charge. | Figures with (-) before ll.om signify charge in excess of receipts: 



450 APPEXDIX. 


Statement U.~Ahdraot of Charges ott account of Vcht^ adjusted for comjmrison, 
• /m« 18G8 1881. 


lloivl of Account 

Avcmgc.-. of four } curs 

First and last years 

1HC9-73 

1S73-77 

1877-81 


1880-81 i 

Capital. 

Sterling debt 

Rupee debt 

India .•^tock in exco.ss of guarantee \ 
fund J 

£ 

37.697.000 

07. 817. 000 

4..’579,00() 

£ 

48.700.000 

72.002.000 

1,115,000 

£ 

04.958.000 

81.579.000 

£ 

31.698.000 

05.681.000 

4,579,000 

£ 

71.335.000 

85.814.000 

Total 

110,093,000 

121,913,000 

110,537,000 

101,958,000 

157,149,000 

Distribution. 

Ordinary debt .... 

Productive public works 

Fast Indian railway 

Loans at interest .... 

101,321,000 

5.075.000 

3.097.000 

98.215.000 

18.248.000 

5,450,000 

08,848,000 

34,700,00(1 

4.985.000 

7.938.000 

100,033,000 

1,211,000 

084,000 

99.145.000 

39.650.000 

10.208.000 
8,140,000 

Gross Interest— c,Tcludi ng f unds 
On sterling debt , . . . 

On rupee debt .... 

On India stock .... 

1,730,000 

2,9lJ,OOi> 

030,000 

2,009,00(1 

2,941,000 

207,000 

■ 

2.027,000 

,3,379,000 

1.528.000 

2.898.000 
l)30.000j 

2.085.000 

3.411.000 

Total 

5,277,000 

5,217,000 

0,000, 00(i| 5,056,000 

0,090,000' 

Net Interest— 

On ordinary debt .... 
On productive public works . 

On East Indian railway . 

3,999,000 

429,000 

3,081,000 

888,000 

3.530.000 

1.090.000 
91.000 

4,097,000 

207,000 

2,898,OOo! 

1 2,0y,0()0 

344,000 

Total 

i 4,428,000 

4,569,000 

5,320,000 

4,364,000 

5,253,00(1 

Net charge or reev-pts from pro-l 
ductive public work.s . . j 

1 

-1,541,000 

-674,000 

+ l,13l,00(' 

-1,702,00{^ 

+ 2,160,000 

Total charge for debt and pro-t 
ductive public works . . j 

5,909,000 

i 

5,243,000 

‘1,180,000 

0,120,000 

3,093,000 


N.B. Figures with ( + ) before them signify receipts in excess of charge. Figures with ( - ) 
before them signify charge in excess of receipts. 


Statements Nos. 7 to 11.— -The sums shown as i^rdlluctive 
public works outlay in these Statements include the expenditure 
on state railways and irrigation works only, that on other works 
not properly coming into consideration in connection with the i 
discussions contained in Chapters VII. and VIII. where full ex- 
planations are given on all points of importance. 

The amount excluded consists of a sum of l,133,3G2i. 
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advanced for improvements in the town of *l5ombay, and of a 
sum of about 350, 000/. for the JNIadras Harbour, the last of 
which it has already been decided to deal with as a loan to the 
Harbour Trust. 

The ca})ital outlay on the Madras Irrigation Company’s works 
has also been excluded from the account. It amounts to about 
1,400,000/. of which 1,000,000/. is under a guarantee of interest 
at 5 per cent. 

Statement No. 8 shows the causes of t he differences between 
the entries in Statements Nos. 3, 7, and 10, and the Parliamen- 
tary return before referred to. 

Statement No. 9 shows the correction that would have to 
be made in ihe accounts of years previous to 1879-80, in order 
to show the entries under ‘ Loss by exchange ’ on the system 
710W adopted. This is explained in a note to Chapter VH,, and 
more fully in Chaj)ter XX. 

The entries in Statement No. 10 are all explained in 
(Uiapter VIII. 

Statement No. 11 is designed to show the adjustments of 
the charges for interest on debt, which are described in Cha]7tor 
VIII. as being necessary for a ])roper comparison betwe(‘ii dif- 
ferent years. 

The net interest on ordinary debt has been reduced by 
450,000/. yearly, until 1873-74 inclusive, this having been the 
sum covered by the India stock guarantee fund. 

The net interest on ja'oductive works debt has been increased 
affd that on ordinary debt has been reduced by 238,o0o/. yearly 
(this being the interest on the sum transferred in 1 880-8 llVom 
ordinary to productive works debt, on account of ca 2 )ital outlay 
on irrigation works supplied from revenue), in all yeai s exce})t 
the last, in which the charge for this interest appears in the 
published accounts under productive ])ublic woi ks. 
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ABO 

A bolition of inland cuhtoms 
line, 225-26 

along tlio Indus, 235 

— of duties on export of sugar, 230-40 
— of transit duties, 217-18 
Abyssinian war, repayment of ad- 
vances for, 76 

Accounts, changes in form of, 24 
— changes in treating guaranteed 
railway receipts, 114, note 
— home and Indian, how amalga- 
mated, 387 

— of productive public works, 96 
— of .Madras and Bombay irrigation 
works, 96 

Acts, licence, 202, 205 
— Indian weights and measure of 
capacity, 351 

Administration of India, cost of, 40 

cost incurred out of India, 315, 

9 — Home charges for civil, 69, 70, 
81, 84 

— of opium revenue, 273 
Administrative and material improve- 
ments, demand for, 5, 7, 8 
Afghanistan, salt exported to, 235 
Afghan war, charge for stores, 72 

contribution from England for, 

78 

cost paid from revenue, 61 

— ^ and frontier railways, net cost 
of; 47, 60, 102 

railways due to, 100 

Agra, price of salt at, 230 
Agricultural classes, position of, with 
regard to new taxation, 195 
— labourer, taxes paid by, 20-21 
Ahmedabad, town duties in, 334 
Aitcheson, Sir C., on taxation in Bur- 
mah, 237, 282 
Ajmlr, duty on opium, 270 


BEN 

Allowances and assignments under 
treaties, 44 

Argyll, Duke of, on land cesses, 198 

on salt duties, 222-23 

on unit of weight, 350 

Army, commission of enquiry into, 49 

— cost of, 48 

— Home charges for, 71-72 

commissariat, 72 

furlough allowances, 71 

pay, 71 

retired pay and pensions, 71 

stores, 72 

transport, 72 

Assam, provincial settlement with, 
145 

— source of salt supply, 216 
Assessed taxes, 20, table, 30-31 


B aber, Mr., on Chinese opium, 
259-60 

Bandelkhand, need of protection 
from drought, 186, 193 
Barracks, outlay on, 87-88 
Bars!, town duties in, 334 
Beadon, Si’ Cecil, on opium adminis- 
tration, 245-47 
Behar, irrigation in, 180 
— and Orissa, famine in, 158 
— value of railways during famine in, 
174 

Bellary, value of railways during 
famine in, 1 74 

Bengal and Malwa opium systems, 
relative liscal advantages of, 265-70 
Bengal, amount spent in famine 
relief, 198 

— cost of cultivation of tobacco in, 
369 

— export duty on rice, 282 



454 


IM)EX. 


BEN f. 

Bengal famine in 18f4, loG-oZ 

— Government, administration 
opium revenue by, 273 

— increase of local taxation in, 142 

— land cess imposed, 157 
cesses in, 359 

revenue, 18, 197-98, 357-59 

— Lieut. -Governor of, on value of 
irrigation in Behar, 180 

— licence tax in, 202 

— Liverpool salt in, 236 

— Lower, salt duty in, 2 1 7-235 
succession tax in, 367 

— opium, fluctuations of revenue, 
243-48 

manufacture in, 249-50 

supply should be developed, 

271 

fluctuations of revenue, 243-48 

— permanent settlement, 18, 357-63 

— poppy cultivation, 241-42, 249-50 

— prosperous condition, 360 

— provincial rates, 31 

— provincial revenues made liable to 
meet charges for public w'orks 
giving protection from famine, 157 

— public works cess, 197, 201 

— rate of salt duty from 1869-77, 219 

— reductions of salt duty, 225 

— report of commission on rent law 
in, 359-61 

— resolution of the Government on 
decentralisation, 152-53 

— results of irrigation, 106 

— results of new’ salt measures on 
consumption and revenue, 232 

~ salt duty fixed in 1836, 218 

— source of salt supply, 216 

— success of decentralisation poliev, 
152-53 

— transjt duties abolished, 218 

— value of Sonc irrigation, 181 

— yield of tobacco in, 369 

— zemindars, 198, 359-61 
Bills, interest, 79 

— Secretary of State’s, 68, 76, 79, 84 

amount of, 386 

relation to excess exports, 

385 - 

Bimetallism, 399 

Bombay, abolition of transit duties, 
218 

— accounts of irrigation works, 96 

— alienations of land revenue, 44 

— and Baroda railway, financial 
position, 128 

Secretary of State’s power of I 

purchase, 128-29 

average consumption of salt, 224 


CIIA 

Bombay cotton mills, 286 
of — Chamber of Commerce on octroi 
duties, 333-35 • 

— exempted from new land cess, 197 

— export duty on opium, 242 

— famine in, 156-57 

— increase of local taxation, 142 

— irrigation works, 107 
in Deccan districts, 109 

— land revenue, 17 

— licence tax in, 202 

— price of salt before and after nevr 
mc£isures, 230-31 

— provincial rates, 32 

— public spirit in regard to direct 
taxation, 211, note 

— result of new’ measures on con- 
sumption of salt and revenue, 232, 
233 

— salt duty, 2 1 7 

from 1869-77, rate of, 219 

— -- duties increased, 224-25 

— source of salt supply, 216 
Bradford, Colonel, on salt measures 

227 

Bright, Mr., on the Government of 
India, 153-54 

Broach, town duties in, 333 
Budget resolution of 1878-79, extract 
from, 165 

— statement for 1881-82, 192-93 
Bullion, imports of, 383 
Burke, Edmund, (juotation from, 

11-12 

Bunnah, capitation tax, 18 

— condition of labouring classes, 237 

— ex})ort duty on rice, 282-83 

— new districts in, 39 

— provincial settlement made w’ithg 
in 1879, 145 

— reform in salt duties desirable, 236 
— Upper, treaty engagements con- 
cerning salt, 237 


( 'lALCUTTA and South Eastern rail- 
; way, 70, 91,94 
— former condition of, 4 
Campbell, Sir George, on Ii'dian 
weights, 345, note 

Capitation tax in Burmah, abolition 
desirable, 236 

amount of, 18, 20, table^ 30 

Central India, result of new arrange- 
ments concerning salt, 226-27 
Central Provinces, sources of salt 
supply, 216 

Cliarabers of Commerce of Manchester, 
Bengal, and Bombay, 285 
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( ’hangcs in condition of India, 1-4 
('bapman, Mr. R. B., 147 
Chyia, 241-47 

let ter from Shanghai correspondent 
of the Times concerning opium in, 
257-03 

— opium smoking in, 257 

— opium supply of, 254-55 

— rebolli(»n in, 243 

Chinc.'io Government, position of, with 
regard to opium ti‘ade, 255-50 

— • market for o])ium, 249 

— wars, 243, 255-50 

Civil services, net cost of, 43, 44 
Cockerell, Mr. F. R., on registration, 

304 

t 'oconada, 100 

C!otfee and lea, English duties on 
Indian, 320 

Coinage, amount, 383-81 
Colvin, Mr. Bazett, Jiii), 304, 

305 

— extract from paper on Indian 
taxation, 212-14, //e/e to Chapter 
A 77. 

iK'tes on taxation, 304-00 

on land cess, 199-200 

on marriage tax, 373 

— --- on iniseellaneous taxes, 374 

on sugar, 371-72 

Compensation payments, 44 
Condore,et, 204 

Cooiier's Hill College, cost of, 70 
(.Jornwallis, Lord, 357-58 
Colton, cost of trans])ort, 318 

— duties, Lord SalisbuiA s de.si)atcli 
on, 283, 297 -304 

— — loss remission of remaining, 
^ 320 

measures taken wdtli a view to 

removal of, 283-88 

— — public opinion in India on re- 
mission of, 287 

removal of, ordered Lord 

Salisbury, 277 

resuits of remission of, 288-94 

Sir John Strachey on, 311 

total remission expedient, 294 

— go^s, changes in duties on, 34 
development of trade in duty 

free, 289, 291, tahU, 292 

grey, duties remitted, 284 

necessity for total exemption 

from duty, 293 

— revolution in trade in,- 290- 

91 

Indian manufacture, 284 

— - - - piece, exports of Indian, 28G, 

292 
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Cotton goods, piijce, quantities and 
values of different descriptions im- 
ported into India from 1876 to 
1880-81, 290, table 
revenue yielded by, 292 

— mills in India, prosperity of, 292 
Cunningham, Mr. H. S., on incidence 

of taxation, 21 

on land revenue, 1 6-1 8 

Currency and exchange, 381-400 

— copper, 382 

— department, powers possessed by, 
127 

— disturbance of gold value of Indian, 
83 

— metallic, 381-82 

— of India, effect on home remit- 
tances, 77-79 

— paper, 383 
Customs, 33-34, 274-311 

— amount of, 20, table 

— incidence of, 2{\ table 

— present national policy of (L’cat 
Britain, 278 

— revenue, 9 

— duties and cost of inland transi)ort, 
relative effect of, 318-19 

general rates until 1875, 275 

- Lord Nortlibrook on, 275-76 

loss by remission of remaining, 

320 

lo.ss of revenue caused by total 

remission coirq/ensated by growth 
of railway revenue, 321-23 

no permanent loss of revenue 

probable from total abolition of, 
29(; 

speech by General Stracljey on, 

304-11 

— line along the liidupif 225, 235 

establishment of inland, 219 

inland, al)olition of, 220 * 

in Central Provinces, 221 

— revenue on imports per liciad, 279 

— tariff duties remitted in 1878, 281 

D aly, i^ir H., on salt mcasurc.s, 227 
I)a\enpoi:. Mr., on Chinese 
opium, 260 

Debt, addition to home, 69, 76, 122, 
124-25 

— amount of, 8-9, 117 
— and guaranteed railway capital, 
102 

— and productive works, total charge 
for, 101-102 

— and public works, charges for, 
41- 16 
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PEB 

Debt, average rate of gross interest 
on, 45 

— discharge of, 125-27 

— distinction between ordinary, and 
that incurred for productive public 
works, 116 

— Home, 44-46 

— increase of, incurred for productive 
public works, 117 

— increase of permanent, since 1868- 
69,117 

— incurred for public works, gradual 
discharge of, 126 

— incurr^ for discharge of Indian 
stock, 118-19, 124 

— in 1880-81, under following heads: 
East Indian railway, loans and ad- 
vances, ordinary productive public 
works, total, 117 

interest charges on, 118-20 

— interest on Home, 69, 75, tnhie 

— net interest on, 44-46, 98-99 

on public, 115-31 

— on account of loans, &c., 117 

— reduction of Home, charge for, 
77-79 

— reduction of Indian, how far de- 
sirable, 420-21 

— reduction of ordinary, 118 

— sterling, 124-26 

additions to, 69, 76 

transformation into rupee, 79 

— total in India and England, 45-46 

— transfer from ordinary to produc- 
tive public works, 117 

Deccan, irrigation works in, 109 

Decentralisation, 22 

— administrative results of, 148 

— financial measures proposed to 
complete jfolicy of, 146-47, 149 

— of financial administration, 132-54 

— revenues and services handed over 
to provincial governments in 1877, 
144 

— success of, in Bengal, 162-5.S 

Deficit, including famine and war 

charges, 60 

Dickens, Lieutenant-General, on de- 
centralisation, 134 

Dispensaries and hospitals constructed, 
8 

Durbhunga estates, extract from a 
resolution of the Lieut. -Governor 
of Bengal, 375-80, note to ClMjpter 
XIX. 

Duties, cotton. See Cotton duties 

— customs. See Customs duties 

— excise, 20 

— exfKU't, See Export duties 


EXC 

Duties, import. See Import duties 

— legacy and probate in England, 366 
in India, 366 

— octroi, 329-38 * 

— salt and sugar, 215-40 
Duty, sugar, 156 


E astern Bengal railway, financial 
position, 128 

East India Company’s stock, 118-19, 
124 

— Indian railway. See Railway 
Ecclesiastical net expenditure, 42 
Eden, lion. Sir Aside v, on land cesses, 
199-200 

on licence tax, 203 

on the linancial decentralisation 

policy in Bengal, 152-55 

on the value of irrigation in 

Behar, 181 

President of Army Commission, 

49 

Education, net expenditure on, 42 
— receipts, 19, tahU 
Egerion, Sir Robert, on licence tax, 
202 

Emigration, 173 

England and India, im]>ortance of 
free trade between, 325-27 
— legacy and probate duty in, 366 
Exchange, conventional rate of, 387- 
88 

inconvenience of, 388-89 

proposiil of Government of 

India to abandon, 388 

why retained by Secretary 

of State, 389-90 

— fluctuations little dependent on 
trade demand, 385 ^ 

— loss by, 48, 68, 68 

financial inconvenience, 396 

how far real, 391 

increase of taxation it neces- 
sitates, 395 

in last six years, 27, 60 

present amount, 391 

— with British Government, how 
fixed, 392 

— with England, 77-78 ^ 

— on railway transactions, 392-94 
— result of operations in 1879-80, 
395 

Excise depai*tment, revenue from 
opium issued to, 240 
— duties, amount of, 20, table 

on salt and liquors, 280 

— revenue, 30 

— revenue made provincial, 280 
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EXP 

Expenditure, changes in forms of 
accounts, 23-25 

— gross, 8 

— increase of military, 48-49 

— net, 25 

— on famine. See Famine 

— ordinary and extraordinary, 04 

— progress and present condition of, 
38-53 

Export duties, 1875, 275 

on indigo and lac removed, 

281-82 

speech of General Strachey on, 

304-307 

— - duty, articles subject to before 

1875, 275 

— --on rice, 282-83 

Exports and imports, annual average 
of, 328, table 

of United States, 314 

_ , — value per head in India, 279 
England, 279 

— average yearly value of, 105, 324 

— excess, amount of, 386 

— excess of, 313-15 
over imports, 271V 

— - growth and total value of, 10 

— increase since 1840, 316 

— rates of duty on, 33-34 

— reductions in, 34, vote 


TTAMINE and vrar, expenditure on, 

r 60 

— average and total annual charge 
for last twelve years, 60-61 

— commission, estimate of average 
yearly cost of famines by, 1 59, 1 90 
— exi^lanation of policy of insur- 
ance by, 159-61 

_ — on necessity of railway and 
canal extension, 402-403 

— insurance, amount of cesses on 
land, 201 

— - — misconceptions regarding, 164- 

67 

not proposed to create a fund 

for, 164-67 

— — ^licy modified by Home 
Government, 166 

results of, 163-64 

success of, 167 

taxation, total amount of, 202 

— in Central France in 1770-71, 184 

— liabilities, financial measures for 
meeting, 166-67 

necessity for localising, 156 

— measures for giving protection 
against, 168-93 
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Famine, measures^ taken to meet out- 
lay on, 60, 65 

— policy of insurance against, 157 - 
61 

in 1874-76, 169 

— protection against, in j\ladras, 177 

— relief, amount spent in Bengal on, 
198 

Orissa in 1 865-66, 108 

of new taxation imposed for, 

163 

expenditure on, 54-55 

from 1873 to 1878, 169 

in last three years, 163 

probable annual cost of, 159 

test of success of measures 

taken for future, 1 1 5 

— rates for protection against, 32 
Famines, extraordinary expenditure 

on, 102 

— in N.W. provinces, Madras, Bengal, 
and Orissa, value of irrigation 
canals during, 88 

— periodically recurrent, 166, 158, 
168 

Fawcett, Mr. H., on land revenue, 16- 
16 

Financial measures for meeting 
famine liabilities, 166-67 

— position, 66 
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